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August 4, 1999

Paula Higashi

Executive Director
Commission on State Mandates
1300 I Street, Suite 950
Sacramento, CA 95814

Re: Mandate Reimbursement Process Amendment of
Parameters and Guidelines

Dear Ms. Higashi:

The Education Mandated Cost Network (EMCN) requests that the
Commission on State Mandates (Commission) give consideration to amending
the Parameters and Guidelines for the Mandate Reimbursement Process with
the following language:

D. Reimbursable Activities — Commission Business

All costs of participating in workshops conducted by the Commission
or the Commission’s staff, Commission rulemaking proceedings, and

similar Commission business are recoverable by local agencies and
school districts.

Participation in workshops, milemaking proceedings are considered to
be an element of the reimbursement process. The local costs for these

activities would not have been incurred but for the state-mandated
activities or bul for the creation of the Commissian.

We wish to thank you for moving the hearing on the Parameters and
Guidelines to the August meeting at our request and look forward to
reviewing staff’s reactions. This language is an effort to respond to the State
Controller’s need for clarification and specificity.

Sincerely,

ﬂ:" - /’ |

CAROL A. BERG, Ph.D.
Consultant

CAB/cjw

1121 L Street, Suite 1060 . Sacramento . CA 95814
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August 18,1999

Paula Higashi

Executive Director
Commission on State Mandates
1300 | Street, Suite g50
Sacramento, CA 95814

Re: Mandate Reimbursement Process Amendment of
Parameters and Guidelines

Dear Ms. Higashi:

The California State Association of Counties SB go Service and the California Cities SB go
Service request that the Commission on State Mandates (Commission) give consideration to
amending the Parameters and Guidelines for the Mandate Reimbursement Process with the

ollowing language:
D. Reimburs;ble Activities = Commission Business

All costs of participating in workshops conducted by the Commission or the
Commission's staff, Commission rulemaking proceedings, and. similar
Commission business are recoverable by local agencies and school districts.

Participation in workshops, rulemaking proceedings are considered to be an
element of the reimbursement process. The local costs for these activities
would not have been Incurred but for the state-mandated activities or but for

the creation of the Commission.

The above language is identical to that submitted by the Education Mandated Cost Network.
This language is an effort to respond to the State Controller's need for clarification and
specificity. If you have any questions, please call either Pam Stone or me at 485-8102.

Sincerely,

”Tvices Director

TTo041 - -617-



~618- 0042



EXHIBIT G

PUBLIC HEARING

COMMISSICN ON STATE MANDATES

---000---

ORIGINAL

TIME: 9:45 a.m.
DATE: August 26, 1985

- PLACE: State Capitol, Room 437

Sacramento, California

RECEIVED

SEP 0 97999

COMMISSION ON
STATE MANDATES

---000---

REPORTER'S TRANSCRIPT OF PROCEEDINGS

---00o0---

STACEY L. HEFFERNAN CSR, RPR

Reported By:
No. 10750

Vine, MecKinnon & Hall (216) 371-337s6

~. 0043

-619-



VINE, McKINNON & HALL (916)371-3376

-620- .
T o044



APPEARANCES

COMMISSIONERS PRESENT

ANNETTE PORINI, Chair
Representative for B. TIMOTHY GAGE, Director
State Department of Finance

ALBERT P. "AL" BELTRAMI
Public Member

MILLICENT GOMES

. Representative for Loretta Lynch, Director
State Office of Planning and Research

D. MICHAEL FOULKES

Representative for KATHLEEN CONNELL
Deputy Controller, Legislation

BRUCE VAN HOUTEN
‘Public Member

JOANN STEINMEIER
Public Member

COMMISSION STAFF PRESENT
PAULA HIGASHI, Executive Director
PAT HART JORGENSEN, Chief Legal Counsel
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PIPER RODRIAN, Staff Services Analyst
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JAMES A. CUNNINGHAM, Legislative Mandate Specialist
San Diego City Schools, Education Center

CAROL A. BERG, Ph.D., Executive Vice President
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MS. HIGASHI: Mr. Van Houten.

MR. VAN HOUTEN: Yes.

MS. HIGASHI: Ms. Steimmeier.

MS. STEINMEIER: Aye.

MS. HIGASHI: Chairperson Porini.

CHAIRPERSON PORINT: YeaH. NQ

All right. Thank you very much.

MS. STEINMEIER: And thanks, also, to the staff for
the phencmenal effort that's gone into- this staff analysis.

CHAIRPERSON PORINI: Just for the record,

Mr, Burdick, =o that Mr. Van Houten won't feel left out, he

has joined us on numerous occasions when Mr. Sherwood has

not.
"MR. BURDICK: I apclcogize.
MR. BELTRAMI: Madam Chairman, may I just tell

Ms. Contreras that everything that comes to courts are
arcane.
MS. CONTRERAS: Thank you very much.

CHAIRPERSON PORINI: Okay.

MS. EIGASHI: Next is’ the Mandate Reimbursement
Process. This item will be presented by Piper Rodriaﬁ of oﬁr
staff. And I'dvliké to commend her. She's our staff person
responsible'for our consent calendar items.

MS. RODRIAN: Good morning.

These Parameters and Guidelines allow claimants ﬁo

gseek reimbursement for costs incurred during the mandate

process. The original Parameters and Guidelines were adopted

in 1886. Since 1995, staff has updated them annually to

Vine, McKinnon & Hall (916) 371-3376
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include the language in thét year's budget act.
The EMCN and CSAC have regquested a further amendment

to include reimbursement for participation and rulemaking
proceedings, workshops and similar Commission business.
Staff disagreés becauée these activities are not required nor
are they tied to the resolution of the successful test
claim,

Please state your name for the record.

Mﬁ. KAYE: Leonard Kaye, County of
Los Angeles.

MS. BERG: Carol Berg, Education Mandated Cost

Network.
MR. BURDICK: Allan Burdick on behalf of the

California State Association of Counties.

MS. FAULKNER: Marcia Faulkner, County of

San .Bernardino.
MR. CUNNINGHAM: Jim Cunningham, San Diego Unified

School District.

'. MR. BURDICK: Madam Chair and Members, this request
by the local agencies, we see, has a need for clarification
of the existing Parameters and Guidelines on this particulaf
igsue. There is being greater attention brought to what is
actually in the Parameters and Guidelines and what is
eligible and what we think is - this is an area that may be

not totally clear as to whether the eligibility or not in the

past and so we wanted gome clarification over it.

What these are ars issues where primarily local

government representatives are typically requested very often

|
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sometimes to participate, or invited, or sometimes just
attend at their own in order to be able to provide expert:
input to the Commission staff or to the Commission, sometimes

a subcommittee of the Commission, on various items relating

to the test claim process.

These are things that are not related to a specific
test claim, so we're not able to deal with them in that
particular process. .Under the current rules relating to

reimbursement of mandated costs by local agencies, there are

various boxes and categories. Under test claims, you're

eligible for reimbursement if you win and you're successful;

if you lose, you aren't. You file a reimbursement claim,

and, that activity, that is a reimbursable cost. If you do

an incorrect reduction claim, again, if you win, you're

reimbursed; if you lose, you're not.

The gray area -- as an example, last year, we had a
series of hearings that were conducted by Commissioners

Beltrami and Steinmeier on your regulations and how to

improve them, how to make this process better. People were

. \ . . ¢, '
invited to attend and participate, provide 1lnput to the

staff. The gquestion comes: Is that time reimbursable for

those local government members that are attending that in

that process? And that's really kind of the issues we're

looking at. Or, very often, the Commission staff will call a

hearing or a workshop to deal with a particular item and are

looking for input from local government to assist them in

improving and developing the process.

Typically, there are not a lot of items, there are

Vine, McKinnon &..H%%}SiSlG) 371-3376
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not a ‘lot of people there, this is not a big cost issue, but

it is an issue that is unclear in the current Parameters

Guidelines. It also has a particularly, seems like, nega

and'

tive

impact on, I think, Southern Californians because they have

to experience typically more out-of-pocket costs, in term
being able to come and participate.
And part of that also relates to -- in this proc

normally you see us people at the subdepartment head leve

As many of you know, as it relates to getting approval fo

travel and reimbursement of travel costs, i1t's much more

difficult for people, I think, below the department head

level, particularly in local govermnment, than it is when

hawve to have much greater rationale to your people as to

they should do that.
So we've always felt that this is part of the

process. It should be concluded. It's a few people who

actually giving a lot more time and effort, and we think

benefit, not only to their jurisdiction but particularly

the state and other jurisdictions in this process, and we

think it just should be part of the mandate reimbursement

process.
Thank you.
CHAIRPERSON PORINI: Okay. Other comments.

Ms. Berg.
MS. BERG: Yes. Staff, out of hand, dismissed t

as a reasonable request and cited the scope of the mandat

the basis for their decision. If you look at the scope o

the mandate, as its stated in their own document, I'm not

g of

ess,
1.

r

you

why

are

to

his
2 asg

£
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sure why the logic doesn't continue to meet the kind of

request that we are making.
" The last sentence, under the scope of the mandate
reimbursable cost, states --
MR. BURDICK: What'page are you on?
MS. BERG: I don't have a Bates page.
MR. CUNNINGHAM: Sevean, at the bottom.

MS. BERG: Seven, at the bottom.

The last sentence in that paragraph says, "Since

local costs would not have been incurred for test claims and

reimbursement claims but for the implementation of State

imposed mandates, all resuiting costs are recoverable." And

the line just before that says, "Locals can't be made whole

uniless these things are included.”

What we're asking is for clarification that would

add one more little box to check, where -you can check "Test

Claims" or you can check Y"Incorrect Reduction Claims," or you

can check -- what's the third one, "Reimbursement." And

we're saying that there are, on occasicn, reasons for people

to participate. Granted, it's not a lot of people. I know

for schools we have two or maybe three people here, and, of

those two or three people, maybe one of them has incurred an

overnight cost, that this should be a reimbursable part of

this operation.

The other thing I would point out to you is that

this isn't new precedent-setting or eérth-straining material

here. We did have training added. Training was not

specifically spoken to in the mandate. Training was added

Vine, McKinnon & Hall (916) 371-3376
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basically, for specific reimbursable mandates.

and is a reimbursable activity. And, if you read on page 8,

the training says, "It includes the costs of classes designed

to assist the claimant.m"

Now, again, we're not talking about a whole lot of

+

money here, but we are talking about having a clear place for
people to indicate that they did participate and be

reimbursed.

Thank you.
MR. KAYE: I'd just like to add as sort of a

footnote to Dr. Berg's remarks, that, if you go to Rates

page 3, near the bottom, it says, "Participation in

Commission workshops, rulemaking proceedings, and similar
businesses is not state mandated nor is there any specific

reguirement to participate. Further participation in these

activities is not tied to a specific test claim,
reimbursement claims, or incorrect reduction claims."
Now, if that's a legal basis by which staff is

making this recommendation, then I don't understand Bates

page 8, which, again, just interpolating the remarks I just

read, says, "Including the optiocnal classes or reimburse " --

in other words, we don't have to attend any training classes

that's not state mandated.

And this, obviously to me, includes Commission

workshops and proceedings, because I see them as designing

to assist claimants in identifying, correctly preparing

state-required documentation. That's what we talked about

And then, of

course, all the other cogts that are tenets.

-
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for, you know, various registration fees and so forth.

Of course, with Commission workshops and proceedings

and things of that nature, there are no costs to the state

But,

nevertheless, the fundamental principal is that training is

an optional activity that we engage in, frequently, in order

to prepare better claims.

My last point being is: I searched throughout these

Parameters and Guidelines recommended by staff and I couldn't

find any specific exclusion. And if you'll -- those of you

who have participated in this process for a long time know

that, when it gets down to the State Controller's Office

level and they're doing their dance review, if there's no

specific exclusion in the Parameters and Guidelines, that

leaves it a great source of, shall we say, controversy, if

that's the basis of a reduction.

In other words, that specific exclusion ig not

included in these Parameters and Guidelines, as recommended.

So I would, in any case, recommend that that be granted, if

that!s the will of the Commission.:

MS. GOMES: I have a -- sort of a comment or a

guestion.

CHAIRPERSON PORINI: Yes.

MS. GOMES: "Similar business" seems a little végue
to me. If‘you guys can extrapolate on that, tell me what you
mean by "similar business" and what sort of things would fall
under that.

CHAIRPERSON PORINI: This is on page 2.

MS. GOMES: On page 2, yeah, where it says, "The

Vine, McKinnon & Hall (916) 371-3376
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Commission Wdrkshops, rulemaking proceedings and similar

business."

MR. BURDICK: Generally, these are -- from time to
time, there's a need for a special discussion on an issue
that Commission staff may request, or we identify something
that is unclear and we want to get together and talk abocut

it. We define these meetings in different ways. Sometimes

we callvthem}workshops.

Pauia would be better, because she's mdre concerned
about the legal nature of how she defines these andywhat we
can say and not say. So, as a non-attorney, we'put it in
there to cover things generally versus -- you know, és I say,

we always have to be very careful when we get together on

these discussions or items or conducting business. But we're

always looking at things.
The bottom line is: How to improve the process

nbrmally or to clarify issues of dispute that are general in

nature and not linked to any specific test claim or specific

item. And that's the problem is: When they're general in

nature, there's no box to put them in automatically. And it

becomes kind of an issue of: Are they eligible or not

eligible?
So, yeah, we just put that in so we didn't get to a

point of somebody coming back and saying, "Well, does that

activity really fit?" Thig leaves the discretion to the"
controller in looking at that and saying, "Was that type of
business consistent and seemed to be in-line with the other

activities that are included in that process?"
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MS. BERG: Bﬁt I would also add -- Carol Berg,
Education Mandated Cost Network -- I would also add that if
that one phrase is a stumbling block, we could certainly live
without it, because the whole purpose of thié is that the
Commission staff would be calling the meetings, so they can

call them whatever they want.

MS. GOMES: Well, in that respect, then, whén you

said that you sometimes called the similar business -

"workshops, " how does workshops -- I mean, is that a defined

term?

MS. BERG: Well, Paula has used "workshop" or she's
called it a special meeting to Sunset Review. You know, the
terminclogy hasn't always been consistent, but we always know
what it means. _

MS. HIGASHI: Workshop is typically used to definé a
session where it's informal in nature, wﬁere all parties who
are interested in.the-subject afe invited. For inétancg,

last year, we had a couple of workshops on AB 15863. All

parties were invited to participate, including state agency

reps., to really talk about the whole incorreét reduction
claim costs as to figure out alternate‘ways of dealing with
incorrect.reduction claims, different ways. the legislation
might havé to be changed or rulemaking could occur.

Another set of workshops occurred when we called

workshops for Sunset Review purposes, and that was to

systematically go through all of the Commissions' regulations
last year. 2nd, at those workshops, two members

participated, Mr. Beltrami and Ms. Steinmeier.
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Because of their participation, the workshops -- we

issued warnings at the beginning saying, "Don't talk about

anything specific, as we go through the regulations, that

could be pending before the members." And that has often

occurred in other meetings and workshops, as well.

We have always tried to schedule them on -- I ghould

say during Commission meeting week when there are as many

item= on the agenda that would affect both cities, counties

and school districts, so at least their travel has been

covered.

MS. BERG: Or sometimes all but one night of it has.

MS. HIGASHI: And, typically, we have been trying --
gome of the workshops have admittedly occurred on Fridays.

Many of them have occurred in the afternocon after the

Commission meeting. Sometimes they're the day before. 2and

it's just a variety of situations.

MS. GOMES: Ob&iously, when you gay they're invited,

it's voluntary?
MS. HIGASHI: Obviously.

MR. CUNNINGHAM : If I can address that, I'm not sure

I would characterize it as voluntary. We have a

constitutional right to reimbursement. And, many times, the

subject matter of the workshop, or the subject matter of the

other Commission activity or the regulation, might be very

critical on our rights to reimbursemsnt, and our

participation isn't anything more than to try to protect that

constitutional right to reimbursement. So I'm not sure that

I would characterize it as voluntary. If we thought it was

|
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an activity that had absolutely no effect on this process, we

would not attend. Rarély, if ever, has that been the case.

So just like -- I mean, you can make the argument:
We don't. have to file test claims either, but we have to do

that if we're going to protect our right to constitutional

reimbursement. So, again, I take issue with that.

CHAIRPERSON PORINI: Democracy is an onerous

process, isn't it?
MR. BELTRAMI: Are you folks reimbursed for this
time right now?

MR. CUNNINGHZM: Yes.
MS. BERG: Yes. Well, Allan and I are not, but,

ves, if it's directly tied to a test claim, than the
participants, the parties, are reimbursed.

MR. BURDICK: If you win.

MS. BERG: If you win, that's true.

'MR. BURDICK: But on this item, as an example, which

is an amendment to an existing mandate, then that wasg a

successful mandate, -so their time is eligible for
reimbursement at this particular hearing on this subject.

The discussion that went on before us, POBOR, if tﬁe
Commission had .ruled against us, all the time and effort that
was spent and all the witnesses would have not been eligible.
And we want to thank you for making all that --

CHAIRPERSON PORINI: Eligible. All right.

Other questions or comments?

MS. STEINMEIER: Yeah. First of all, I want to

encourage people to come to the workshops, .even though,

Vine, McKinnon & Hall (91&6) 371-3376
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technically, it's a voluntary activity. I mean, it's in our

interest to discuss as much as we can. Let's just be honest

about it,

Now, No. 2, somebody hit a hot button with me when

they said Southern California. What happens is: If we don't

make it easy for Southern Californians to participate, what
L]

you'll end up with is a skewed representation of people.

It's just a natural thing; look at the Commissiocn.

And it is a sacrifice. And, also, maybe, the zize

of the local agency might also be affected. But it's a very

small school district or a small city. If you want any

representation from a variety of different kinds of people at
workshops and those kinds of things, then we need to look at

this seriously, because you may only get -- look at our test

claimants. They tend to be the large ones because it takes a

lot of money to undergo this.

But, if you want a broader range of representation

at these workshops, we need to look at this. It's a bigger

deal for a smaller jurisdiction to send scomeone to Sacramento

to participate in a workshop.

8

a legal justification to call this a reimbursable cost, so --
and our staff has now said, no, they can't see one, but I do

see an inconsistency, because some of the things that we do

have in here are pretty close.
Now, for example, correct me if I'm wrong, if
someone attends a workshop, let's say a local person from a

school district or a city to understand the process, are they

reimbursed for that?

Now, we obviously have to have

Vine, McKinnon & Hall (916) 371-3376
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MS. BERG: Yes.

MR. CUNNINGHAM: Yes.

' MR. BURDICK: Yeg, it's under training.
MS. STEINMEIER: But it might occur in Ontario,

California for Southern Californians versus Sacramento?

MR. CUNNINGHAM: Correct.

MS. BERG: Right.
MS. STEINMETER: So this isn't that much of a

stretch to say, if the Commission is holding a workshop in

Sacramento on general topics to do with improving our test

claim process or improving our incorrect reduction claims,

which is our current burden, shouldn‘t it be possible? 2and T
think they're right.‘ I don't think everybody is going to be
clamoring to do this. Southern Californians do it because we
know we're protecting our backsides. 1 think we need to
seriously consider this as a possible addition.

MS. FAULKNER: Madam Chair, may I add a comment?

CHAIRPERSCN PORINI: Yes.
MS. FAULKNER: I totally agree with everything else

that haé been said here at this table. I did want to add a

couple of other points on behalf of San Bernardino County.

First of all, we believe that this is so critical to

our ability to pursue successful test claims and

reimbursement claims. I, personally, would not even attend

these processes or attend these workshops unless I felt =o

strongly, because there's a whole lot of work back home that

1s not getting done when I come up here.

And, secondly, you know, we have seen where thege
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workshops do result in time savings. The workshop -- series

of workshops we had on boilerplate language to the Parameters

and Guidelines wasn't addressing just one individual tegt

claim or parameters, but it has resulted in savings from

everYbody having to go through and read every single word on

Parameters and Guidelines for -- after that point, which is

one of the purposés of the workshop.

The other thing we feel very strongly with is:
although, technically, it may be optional, buﬁ, if we fail to
participate in the process, if we fail to take part in
dé&eloping the procedures, if we faill to take part in
reviewing and commenting on proposed regulations, we could be
punished in the form of having our test claims or
reimbursement claims denied.

In fact, that has, in fact, happened to some of our

test claims. It was -~ the actual regulations that were

cited was a reason that one of the test ¢laims was denied.
So this is very inherently a part of the process, we

bélieve.
Thank you.
CHAIRPERSON PORINI: 21l right. Thank you.
MR. CUNNINGHAM: If I could address Ms. Steinmeier's

question on the legal basis: 2Again, we're dealing with the

Parameters and Guidelines here, not a test claim.

The test claim found that the reimbursement process

that was set up, this entire process, 1s a state mandated

reimbursable new program. And what we're doing here with

Parameters and Guidelines is trying to define what is the
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most reasonable means and -- of carrying out that mandate, so

the legal basis already exists.

This, we believe, ig just an interpretation of that
test claim finding in the Parameters and Guidelines. And we

believe that there is a legal basis for you to do. this

action.
| MS. BERG: Right.
CHAIRPERSON PORINI: Ms. Gomes.
MS. GOMES: - I would tend to agree with Commissioner
Steinmeier‘except for the "Similar'Business}" That just

bothers me.

MS. BERG: Piece of cake. We can handle it. Strike

it.
MR. CUNNINGHAM: What we mean is just substitute

"Other Commission Directed Activities" or something alcong

that line.
MR. BURDICK: Commission sponsored.

MS. BERG: Yeah.

MR. CUNNINGHAM: Or Commission regquested.

MS. BERG: Commission sponsored.

CHAIRPERSON PORINI: Yeah. Why don't we just

eliminate it.
Yes, Mr. Foulkes.
MR. FOULKES: And I have some concernsg here, I tend

to agree with the staff analysis on this, just because it

seems to me there's a much brighter line between training,

which seems very understandable how that fits both 1egally

and public policy-wise, in terms of what should be
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reimburged, and a Commission workshop.

And I'll use the example that was used of the bill

analysis workshops that occurred last year. There was

some -- you know, it's a chicken and egg thing'where often

the various interested parties will want to have a meeting

and ask the Commission to hold the meeting. So it's a

question of whether this is something that is being done that

is being forced or reguired, or if this really, you know,
people want to get together and have a discussion about
proposed legislation which is changing the laws and not
necesgarily reacting to an existing law that's out there,

and whether or not -- I mean, again, it seems to me a

slippery slope. If we have such general language, then,

again, it puts the onus on the Commission staff as to -- you

know, and a lot of pressure on them as to say, "Hey, you need

to hold a workshop on this.t®

To address one of their concerns that was brought up

about -the work being done, whether or not'it's reimbursed,

you're still not at your office doing the work, so it

seems -- I mean, it's unfortunate for all of us that we miss

our other duties but that problem isn't solved whether or not

you're reimbursed.
I understand the -- that, of course, it -- I mean,

why this is here before us, but I guess I don't see, either

legally or from a public policy standpoint, how -- if we do

this. I can see a lot of problems down the road where now

the Commission is going to be in a difficult position as to

having to define what is a workshop that is for the reguired
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purposes and what is a workshop just because people want to

have a meeting.

and, then, of course, it puts, I‘think, people in
the Controller's Office -- I mean, I'm not speaking on behalf
of them, because that's their job, but it's tough figuring

out which is which,; you know, just because the Commission

staff was there, was it sponsored? Was it not sponsored?

MR. BURDICK: I think there's a little

misunderstanding on the example that was used. First of all,

I know Paula would say she never sponsors or conducts a

workshop on proposed legislationf We're talking about

implementation, Commissioner Foulkes. That's the difference.

This is after it was in place, how do we now implement it?

What ig the most practical way for the locals there?
We would not be requesting reimbursement for .

meetings that were, you know, called on proposed legislation.

The meetings that we had, as an example with the Controller's

Office, those were usually reguested by a local agency.

That's on proposed legislation. The stuff that Paula and I

were talking about is, after it's dome, how do we implement’

this? What is the practical way of doing it?
Again, we're not again trying to get reimbursed for
participation in the legislative process; we're trying to get

involvement for the implementation of statutes that are in

place.
MS. GOMES: What if we were to have the definition

of the Commission workshop be more specific and more directed

toward actual activities that do take place, as far as who

|
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calls the meetings and all of that, what he just addressed?

MR. BURDICK: If you talk about Commission sponsored

or convened, or however you want to use the language, that's

generally what we're talking about, in those particular

cages, since this Commission really has not taken any

position on legislation to date. They normally kind of shy

away from calling or holding meetings on legislation. So

it's only after the fact, when it's a statutory provision,

now, how do we implement‘it?

MS. STEINMEIER: I have a question.

CHATRPERSON PORINI: Ves, Ms. Steinmeier.

MS. STEINMEIER: The question is for Ms.. Higashi.
Does this -- the way this is currently phrased, does this put
us in an awkward position or is there a way to phrase it so
we can be very specific about kinds of workshops?

MS. HIGASHI: It basically depends on how you want

to apprcoach this. If you want to approach this from the

perspective that Dr. Berg raised, about the fact that there's
training already allowed, but it's tied to the reimbursement

claims. One way of approaching it would be to change the

name of the section, call it training, at parallel language,

and include in that training --

MS. GOMES: Great.

MS. HIGASHI: -- you know, specify training is only
workshops convened by the Commission --

MS. BERG: We can do that.
<9£hvnﬂ€f o . , . _ ~
MS. T -- and making it specifically tied to,

you know, convened before, after, during, whatever Commission

Vine, McKinnon & Hall (916) 371-3376&

€066

61




10

11

12

13

14

15

16

17

18

19

20

21

227

23
24
25
26

27

‘28

ﬁouldn't be quite appropriate, but, if we took the training
section and said, "Include the costs of classes, inbluding
Commission workshops and seminars, designed to assist the
claimant in identifying and correctly preparing, " and
something like that, that Qould put evefyone.on notice that
it's mainly a training type of mission that is being sought

here.

MS. HIGASHI: Is there -- the claimants are not

being disadvantaged by this adoption, are they not? I was

going to suggest that maybe what we need to do is bring it

back next month.
MR. CUNNINGHAM: Yeah, that's fine.
MS. BERG: That will be fine.

MS. HIGASHI: You know, not sit here and take time

in trying to rewrite this.
MR. CUNNINGHAM: . Yeah. With respect to the
regulation provisioné that Paula was talking about, going

back again to what Dr. Berg pointed out at the beginning of

this, the scope of this mandate, and, that is: Would we be

participating? Would anybody have any time involved in the

regulatory process but for this statute? And I think the

answer 1s no.
And, therefore, I think it does flow as a

reimbursable activity from this statute. If the Commission

is proposing a regulation on tie votes or if the

regulation -- or Sunset Review regulations, certainly we

wouldn't be participating in those actions but for the

existence of this process.
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CHAIRPERSON PORINI: You may be pushing just a

little too far.

We're going to have staff -- we've directed staff
to work on the language, bring it back to us, and it'll be
before us for a vote next month.

“MS. BERG: Great. Thank you very much.

MR. CUNNINGHAM: Thank you.

MS. HIGASHI: Item 9, recently the Legislature
enacted a new law which requires a statelagency to offer an
o:ientation course on‘development, ethics, statutes and
regulations that govern the conduct of state officials.

The orientation course must consist of viewing the
training'video or Internet documents developed and approved
by the Attorney General and the Fair Politiqal Préctices
Commission an Incompatiblé Activity Statement and a list of
statutory conflicté of interest imposed upoh state officia}s)
if applicable.

This requirement must be completed by the end of

this year, and it only applies to Commission members, the

Executive Director, and the Chief Legal Counsel. Staff hasg

started to develop these procedures for the members and for

staff and recognize that, in order to do so, we need to have

an Incompatible Activity Statement, which the Commission has
adopted, and that statement would govern the incompatible
activities pbtentially of the Executive Director and Chief
Legal Counsel, since you are of appointing authority. So

what we have given to you here is the proposed Incompatible

Activity Statement that has been modeled after the one
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much. This item, I think, has been concluded?

MR. STONE: Thank you.

CHAIRPERSCON PORINI: All right. Item No. 8 has
been held over. Items No. 9, 10, and 11 are on consent.
MS. HIGASHI: And Item 12 is adoption of
proposed regulatory action on tie votes. This will be
presented by Commission legal counsel, Ms. Hart

Jorgensen.

MS. HART JORGENSEN: Commissioners and people in
the audience, thank you for coming on this important
issue.

The Commission's current regulations require
that all Commission actions be supported by majority
vote of the existing membership. However, the
Commission's regulations do not include any procedures
for resolution of a test claim that is deadlocked by a
tie vote.

At its June 24th, 1999 hearing, the Commission
initiated a new rulemaking package to amend sections
1183 and 1187.2 of its regulations to establish
proéedures for the Commission to follow when there has
been a tie vote. This rulemaking proposal provides the
Commission with fivg options when there has been a tie
vote.

Under these regulations, the Commission may
rehear the claim either when the membership changes or
after an abstaining member has had an opportunity to

review the administrative record. Or the Commission can

VINE, McKINNON & HALL (916) 371-3376 105

-649-



-650-

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

REPORTER'S CERTIFICATE

I hereby certify the foregoing hearing was held
at the time and place therein named; that the
proceedings were reported by me, a duly certified
shorthand reporter and a disinterested person, and was
thereafter transcribed into typewriting.

In witness whereof, I have hereunto set my hand

thig 14th day of October, 1999.

%/?mm £ oo

Yvonne K. Fenner
Certified Shorthand Reporter
License No. 10909

VINE, McKINNON & HALL  (916) 371-3376

129




MINUTES
COMMISSION ON STATE MANDATES
Thursday, September 30, 1999
State Capitol, Room 437
Sacramento, California

9:30 AM. - PUBLIC MEETING AND HEARING

Present: Chairperson Annette Porini
Representative of the Director of the Department of Finance
Vice Chair William Sherwood
Representative of the State Treasurer
Member Millicent Gomes
Representative of the Director of the Office of Planning and Research
Member Barrett MclInerney
Representative of the State Controller
Member Albert Beltrami
Public Member
Member Joann Steinmeier
Representative of School Boards

L CALL TO ORDER AND ROLL CALL
Chairperson Porini called the meeting to order at 9:32 a.m.

II. CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE
SECTION 11126.

Closed Executive Session was cancelled.

I REPORT FROM CLOSED EXECUTIVE SESSION
None.

IV.  PROPOSED CONSENT CALENDAR

With a motion by Member Steinmeier and a second by Member Beltrami, Items 9, 10, and 11
were unanimously adopted on consent.

V.  APPROVAL OF MINUTES (action)
Ttem 1 August 26, 1999
Item 2 September 15, 1999

Member Mclnerney moved for adoption. Member Beltrami requested a modification to the
August 26, 1999 minutes. As written, the minutes said that Member Beltrami “thought” the
City should like the subject legislation. He clarified that he had actually said he thought the
Personnel Board made an interesting argument that the City should like this legislation because
it tightens up things and should therefore save money in the long run. With a second by
Member Steinmeier, the minutes were adopted, as modified, unanimously. Member Sherwood
abstained.
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VL. HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

A. TEST CLAIMS

Item 3 Behavioral Intervention Plans - CSM-4464
Butte County Office of Education, San Diego Unified School District,
and San Joaquin County Office of Education, Co-Claimants
Education Code Section 56523
Statutes of 1990, Chapter 959
Title 5, California Code of Regulations,
Sections 3001 and 3052

David Scribner of Commission staff introduced this item. He noted that the test claim legislation
and implementing regulations imposed a new program or higher level of service on school
districts by requiring them to develop and implement behavioral intervention plans, which were
not required under prior law. Federal law did not require the development and implementation of
behavioral intervention plans when the test claim legislation was enacted. Further, behavioral
intervention plans are not required under the Code of Federal Regulations. Case law from other
jurisdictions illustrates that federal law recognizes that there are a variety of strategies that ensure
disabled children receive a free appropriate public education, whereas state law requires
development and implementation of behavioral intervention plans whenever a child exhibits a
serious behavior problem. Mr. Scribner added that Government Code section 17556,

subdivision (e), does not preclude the finding of a mandate because the test claim legislation did
not specifically provide funding for the behavioral intervention plan program.

Parties were represented as follows: Jim Cunningham, co-claimant, with the San Diego Unified
School District; Frank Terstegge, SELPA Director, with the Butte County Office of Education;
Carol Berg with the Education Mandated Cost Network; Dan Stone, Deputy Attorney General,

and Kathy Gaither, for the Department of Finance. The parties were sworn in.

Jim Cunningham noted that, though he mildly disagrees with staff’s analysis, he recommended the
Commission approve staff’s recommendation. He disagreed with Department of Finance and
argued that the funding was not specifically intended to cover the costs of this mandate—in fact,
Statutes of 1990, Chapter 959, does not include an appropriation. Mr. Cunningham distributed
copies of the 1991 Budget Bill, the first budget passed following the adoption of the test claim
legislation. He alleged that the Legislature identified specific subappropriations in that bill, but
behavioral intervention plans was not one of them.

Mr. Stone contended that it was inappropriate to discuss the offset issue because it is an issue in
the Riverside claim which has been continued for discussion in late October. He requested the
Commission delay consideration until it has determined the issue in its more broadly briefed and
argued context in the Riverside manner. Mr. Stone argued that the state’s requirements are
intended to fill in the gaps and provide a manner to satisfy the federal requirements. He noted that
subsequent amendments to federal law expressly include behavioral intervention plans as a means
of satisfying the need to deal with children with serious behavioral problems. Since behavioral
interventions is an acceptable way to satisfy the federal requirements, it is not a state mandate.

Ms. Gaither submitted that the state law is implementing the federal requirement to provide each
child with their civil right to a free appropriate education—if an IEP team finds after consideration
that a child needs behavioral intervention, it is required by federal law.
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Member Mclnerney asked if the state allowed the locals to make the decisions about which
specific tools to use if that would have kept the state out of it entirely. Mr. Stone responded
that it would have, though the state is not allowed to do so because the federal mandate goes to
both the state and locals. Member MclInerney asked why the state could not have passed the
federal mandate onto locals without specifying the specific tool to use. Mr. Stone replied that
that might have exposed the state to litigation.

Ms. Gaither added that special education is different from other educational programs because

of the specific federal requirement to protect children’s civil rights. She submitted that the
Legislature attempted to walk the fine line between protecting the policy interests of the state,
which includes providing an adequate education to every child, while allowing some measure of
local flexibility and control. Ms. Gaither explained that federal law requires the state to submit -
an annual plan that includes how the state will ensure that children receive services to which

they are entitled.

In response to Member Mclnerney, Ms. Gaither said that the state would be violating the
federal requirements if it submitted a plan to the federal government allowing for local
discretion as to which tools are used. She submitted that, when former Governor Deukmejian
was considering not extending the sunset date of law relating to special education, the federal
government threatened to withdraw all federal support.

Member Mclnerney noted that having no law, -and submitting a plan giving locals discretion,
are two different situations. He asked, when the state limits the option of districts by requiring -
behavioral intervention plans, why that would not be a mandate. Ms. Gaither responded that
behavioral intervention includes a variety of strategies. Member Mclnerney noted that, where
the circumstances are met, a behavioral intervention plan is required by the state and it must be
done in a manner consistent with the directions and context that the state set forth. Ms. Gaither
responded that some flexibility exists in how the policy is adopted at the local level, but there
are required elements to the plan which are designed to ensure that the children are protected.
Member Mclnerney commented that, if there are required elements, it seems a mandate would
exist and that the Commission should move to the parameters and guidelines phase to determine
what those elements are.

Mr. Stone agreed that the state has taken away some discretion from the locals, but the reason
for the requirement was the federal mandate requiring some response in these situations; the
Legislature’s approach falls under the umbrella of federal requirements.

Member Mclnerney stated that the federal mandate contained an entire range of possibilities
which were narrowed down by the state as to a particular, singular direction. He added that,
when the state intervenes in that manner, it is not mandating a wide-ranging federal mandate,
but a very specific state direction on the local agencies. Mr. Stone agreed, but again submitted
that the state direction is within the federal mandate.

Member Mclnerney asked if Mr. Stone was contending that, if the state does anything
“philosophically consistent” with a federal mandate, then any specific direction given by the
state would be subsumed into the federal mandate. Mr. Stone replied that, in this case, the state
had court decisions, regulations, and amendments to statutes that plainly say that what the state
did is an appropriate response to the federal mandate.

Mr. Cunningham noted that, up until the 1997 IDEA amendments, federal law and regulations
did not require any kind of behavioral intervention strategy or plan. Even then, Congress only
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said you shall consider, if appropriate, strategies to address the behavior, which may-include
behavioral intervention plans. He added that a strategy, under federal law, is not the same as a
plan, with all of the extras included in that plan under section 3052. Mr. Cunningham noted
that, only after the regulations went into place, did the state plan start to include provisions
regarding behavioral interventions, and that was a reaction to the state requirement and not to
federal law.

Member Steinmeier felt it was clear that not everything the state does is a federal mandate when
it comes to special education. She agreed with the staff analysis that the differences between
state and federal law in this case indicate that there is a state mandate.

Member Gomes thought that the plan fits into the related services definition in the Code of
Federal Regulations. She asked staff why it narrowed its analysis to psychological services
when the federal regulations discuss other related services.

Mr. Scribner replied that psychological services was modified at a later date to mention
behavioral intervention plans. Further, federal law includes options where the state does not.
Member Gomes noted that psychological services includes “other procedures,” and asked if the
plan would be an assessment for improving the child’s behavior.

Mr. Scribner agreed that it is another assessment procedure, but noted again that it is one of the
many options districts could implement under federal law, whereas state law does not allow for
assessment procedures other than behavioral intervention plans.

Chairperson Porini shared Member Gomes concern, noting that she believed a behavioral
intervention plan could easily be described as other supportive services. Mr. Scribner reiterated
the fact that, while they may fall under other supportive services or corrective actions, federal
law does not restrict districts to using behavioral intervention plans.

Member Sherwood agreed with Members Gomes and Porini that behavioral intervention plans
fall within the general federal law. He believed the state does have the ability to set some
standards, and asked if the state is really voluntarily restricting locals, or if it is doing
something that it feels is necessary to protect the children in this environment.

Mr. Scribner believed the state was voluntarily doing this to protect the children. According to
Hayes, the Commission is supposed to be looking at what the state has done in excess of the
federal requirements. Mr. Scribner submitted that the state’s requirements exceed the federal’s
by restricting the options of districts.

Mr. Cunningham did not think Congress was operating under the definition of psychological
services. He added that other states have not imposed this requirement and their state plans
have been approved.

Member Gomes agreed that this does not necessarily fit into psychological services, but had
difficulty separating it from the other developmental and corrective services and other
supportive services delineated under federal regulations. She added that some states, or school
districts within, failed to include a behavioral management program, and the court decided they

failed to provide a free appropriate public education and therefore violated the provisions of the
IDEA.

Mr. Terstegge explained that behavioral analysis with a positive behavior approach is not a
general broad methodology—it is a narrow, specific methodology in education. He believed it
goes beyond the federal intent and that it is, in a sense, a very dangerous legislation because of
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the narrow specificity that it imposes on students. Mr. Terstegge noted the significant increase
in costs due to the Hughes bill that imposes this requirement.

Member Beltrami asked if federal law requires room and board if a handicapped child is
residing with a grandparent while attending special education school. Ms. Gaither replied that
federal law is not specific, but rather requires that children receive whatever necessary to have a
free appropriate public education. She added that, while it may be more expensive to do things
in a way that is safe for children, that does not constitute a state mandate. Ms. Gaither
submitted that the state is responding to federal law and other requirements that require the state
to keep its children safe.

Member Beltrami disagreed with Mr. Stone’s argument that the federal umbrella covers all
activities related to special education. He noted that the Commission had found exceptions
where the state’s requirements exceeded the federal requirements, but was undecided as to
whether the state had exceeded federal requirements in this case.

Mr. Terstegge contended that the state could have accomplished the same thing and given locals
the latitude they needed by simply prohibiting certain interventions that were dangerous. The
Chair asked if districts put interventions in place in that case. Mr. Terstegge said that they do
not, however, they are required to go through the process of the assessment and a series of
meetings to determine that intervention is inappropriate. Ms. Gaither responded that the state
considered prohibiting certain interventions, but that would have put it in violation of federal
law.

Member Gomes submitted that behavioral intervention plans fall underneath federal law where it
says districts can use, when appropriate, positive behavioral interventions.

Member Steinmeier asked staff if it had considered including in its staff analysis any of the
language changes requested by Mr. Cunningham in his late filing. Mr. Scribner replied that the
focus of that filing was to clarify that federal law does not speak of behavioral intervention plans,_@

[but behavioral intervention strategies, which are entirely different. He said that staff does support
those modifications, N

Member Gomes moved to find that a state mandate does not exist. Chairperson Porini seconded
the motion, which ended in a tie vote. (Members Gomes, Sherwood, and Porini voted “Aye,” and
Members Mclnerney, Steinmeier, and Beltrami voted “No.”) No action was taken.

B. INCORRECT REDUCTION CLAIM

Item 4 Request for Disqualification of the Commission Member Representing the
State Controller pursuant to California Code of Regulations, Title 2, Section
1187.3, Subdivision (b), on Item 5, Open Meetings Act - CSM-96-4257-I-b,
CSM-98-4257-1-54. Request of the San Diego Unified School District,
Claimant, dated August 27, 1999.

Ms. Higashi introduced this item, explaining that the San Diego Unified School District filed its
original request to disqualify the State Controller’s Office (SCO) representative from hearing
any matter relating to the incorrect reduction claim (IRC) filed by the district on the Open
Meetings Act. Staff recommended permitting the district to present its request, followed by a
response from the SCO. The other members could then choose to act upon the district’s
request.

Jim Cunningham, the requester, submitted the following:
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o The SCO is a party to this action and due process requirements indicate that one cannot be
a party and a decision-maker.

e Disqualification is proper under the principles embodied in the Code of Civil Procedure
section 170.1, subdivision (a)(6)(C) and in the cases cited in his written materials regarding
reasonable doubt that the designee would be impartial.

e There has been improper ex parte communications involving the SCO representative and
the SCO staff.

Carol Berg, with the Education Mandated Cost Network, clarified that this request in no way
reflects upon the SCO representative—it is a philosophical issue. Secondly, the SCO has
historically resolved this issue in the same way, so Dr. Berg wanted to be on record requesting
that parties do separate those activities when appropriate.

Member Mclnerney responded with the following:

e The SCO is not a party to the IRC—the witnesses to the claim come from a separate section
of the office and there is no financial or other incentive the SCO has to make a decision
either way.

e Regarding impartiality, Member McInerney makes decisions independently at the hearing.
He does have discussions with the Controller, though he has not had a specific discussion
with the Controller on this particular issue. He assured the claimants that they would
receive a fair and impartial decision.

Hearing no motion, the Chair proceeded onto Item 5.

Item 5 Open Meetings Act - CSM-96-4257-1-b; CSM-98-4257-1-54
San Diego Unified School District, Claimant
Statutes of 1986, Chapter 641

~ Nancy Patton of the Commission staff introduced this item. She noted that existing law requires

the Commission to hear and decide claims by local agencies and school districts that the State
Controller’s Office (SCO) incorrectly reduced their claims for reimbursement. The subject claim
involves claims regarding the Open Meetings Act. The SCO developed claim settlement
instructions in consultation with local agency and school district representatives to clarify how
reimbursement claims should be filed. The claimant submitted its claims accordingly. The SCO
agrees with the claimant that appropriate documentation showing actual costs was submitted.
However, the SCO subsequently developed a general time guideline of 30 to 45 minutes per page
and applied this guideline to the claimant’s claims. Costs exceeding this time guideline were
disallowed. On July 26, 1996, the SCO reduced the claimant’s claims due to excessive costs. The
following three issues are in dispute:

e Did the SCO perform a proper audit? Staff found no evidence that an improper audit was
performed.

e JIsthe SCO’s development and use of a general time guideline in violation of the
Administrative Procedures Act? Staff found that the Commission does not have jurisdiction
to decide this issue, rather, this authority rests with the Office of Administrative Law (OAL).

e Did the SCO’s use of the guideline result in an incorrect reduction of the claimant’s claims?
Based on a review of SCO methodology, staff found that the SCO incorrectly disregarded the
documentation submitted by the claimant, thereby disallowing costs eligible for
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reimbursement. Staff also found that the guideline was not reasonable or representative of the
claimant.

Staff therefore recommended the Commission find that the SCO incorrectly reduced the
claimant’s claims.

Parties were represented as follows: Jim Cunningham for the San Diego Unified School District;
Carol Berg for the Education Mandated Cost Network; and, Jeff Yee, William Ashby, and Sonia
Hehir, all for the State Controller’s Office. Ms. Higashi swore in the witnesses not previously
SWOrn.

Regarding the first issue, Mr. Cunningham contended that there is nothing on the record showing
that the SCO did do a proper audit, and that the record shows the SCO merely counted agenda
pages and applied the guideline to adjust the claims. He alleged that the SCO had to adjust not
only his claims, but all claims. Handing out copies of the SCO’s “Explanation for Audits
Exceptions Worksheets,” Mr. Cunningham argued that the SCO file notes eliminate any doubt as
to whether an improper audit was performed: “It would not be feasible to spend the time adding
every sheet. [Therefore, the SCO said it was] okay to automatically use 35 minutes per page.”

Regarding the second issue, Mr. Cunningham agreed with staff that the OAL has the jurisdiction
to decide whether there is underground or illegal rulemaking. However, he believed the
Commission could decide that there is undisputed evidence the SCO used underground

rulemaking based upon the SCO’s free admission that it adopted and intended to enforce its time -

guideline as a standard of general application.

Regarding the third issue, Mr. Cunningham agreed with staff that the SCO’s adjustments were
arbitrary and unreasonable. He submitted that the SCO never showed any reason why their
standard has any relation to the mandated costs—they have applied a standard that is not
supported by the data. Mr. Cunningham added that not all districts are similar. In a large school
district, there are more people involved in the agenda description procedure. He requested the
Commission approve staff’s recommendation.

Dr. Berg noted that, if a unit cost is to be applied, that is within the purview of the Commission, ~ -

and not by the SCO after the fact.

Ms. Hehir, Staff Counsel, explained that the SCO is charged with the statutory duty to rigorously
review each claim and reduce those deemed excessive or unreasonable. She submitted that the
SCO has attempted to carry out this judgmental responsibility under the law and in light of the
facts presented. She distributed a histogram showing costs claimed under this mandate for use
during the presentation of William Ashby.

Mr. Ashby, Division Chief of Accounting and Reporting, clarified that this was not a statistical
sample. He explained that the SCO’s initial analysis included all entities, not just school districts.
Mr. Ashby submitted that the minutes per page analysis was done only for districts because the
SCO found they had a significant amount of variability in dollar amounts claimed, dollar amounts
of staff pay, and number of staff. One entity claimed $5 per page and another $1400. The SCO
used the mode, which was $20 per page. Based on their analysis, this approximated to 35 to 50
minutes per page. He claimed that the SCO did compensate entities for a range—the analyst
could reimburse $35 to $45 per page. He noted other cases of extreme variability in claims.

Mr. Ashby contended that the SCO defined what they thought was reasonable, or not excessive,
and applied a rigorous standard.
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Jim Apps maintained that the SCO’s application of a standard of reasonableness is appropriate.
He contended that the basic requirement is fairly specific in state law and that is all the SCO is
prepared to reimburse. The DOF supported the SCO in that endeavor.

Member Steinmeier clarified that the SCO did not consider the size of the entity in its analysis,
rather, it considered only the number of pages. Mr. Ashby agreed. Member Steinmeier explained
that, realistically, organizations that are more complex sometimes take longer to reach a
consensus. Mr. Ashby argued that discussion time is not a reimbursable mandated cost, only time
to prepare and post the agenda. Member Steinmeier responded that it depends on how many
people must review it. She thought size of the entity should be taken into consideration, because
complex entities may have more than one person review an item. Mr. Ashby countered that that
was up to the school.

Member Steinmeier added that the Open Meetings Act law created complicated matters by
restricting item descriptions to 20 words. She stated that the question now was whether the
SCO’s analysis was adequate to explain the variability between entities. Member Steinmeier did
not think it was. Mr. Ashby disagreed.

Member Beltrami agreed with Member Steinmeier that variability should be considered.
However, he also agreed with the SCO that there must be some way to enforce reasonableness.

Member Mclnerney asked if there was a decision in the SCO between September 20, 19595, the
date the revised claim settlement instructions were issued, and July of 1996, the date the reduction
was announced, to change the method in which claims would be reviewed without going back to
the parties involved in the original claim settlement instructions for input. Ms. Hehir replied that
the change was not made with the approval of those organizations.

Member Mclnerney asked if, prior to notice of reduction to the claimant, if the claimant was
advised that the SCO was using a unit cost analysis for the final reduction as opposed to the
revised claiming instructions. Ms. Hehir responded that the letter identifying the reasons for
reduction did not fully articulate that it was done on a 30 to 35 minute basis. Member McInerney
clarified that, when the reduction was communicated in July of 1996, it was a fait accompli. Ms.
Hehir agreed.

Mr. Cunningham assured Member McInerney that his records showed no communication from the
SCO. In fact, when he received the reduction and requested more details on the reasons, he was
stonewalled and had to make a public records request to review the files and find these standards.

Member Beltrami asked if Mr. Cunningham thought it was an appropriate charge to the State and
people of California if 80 people were involved in putting an agenda together. Mr. Cunningham
replied that his is a large organization with procedures to follow and several layers of
management.

Member Beltrami asked what Mr. Cunningham thought the Legislature meant when it decided
that the Act should be interpreted strictly and that its intent was to provide reimbursement when
an organization clearly and unequivocally incurs a direct and necessary result. Mr. Cunningham
responded that the California Newspaper Publishers Association, among others, was concerned
that, if this mandate were found to have a large cost, the Legislature may no longer require these
agenda descriptions that enable them to know what is going on within an organization.

Member Beltrami asked the SCO about offsetting for boilerplate language that was less
complicated than legal descriptions. Mr. Ashby maintained that the agendas were so complex and
variable, that the SCO did not attempt to consider boilerplate, margins, font size, etc. In some
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cases, the SCO may have overcompensated. Mr. Cunningham added that he has evidence in the
audit notes that the SCO did deduct pages.

Member Steinmeier asked if the Commission failed to indicate in its Parameters and Guidelines
how reimbursement should occur, and whether the Commission considered unit cost. Ms. Shelton
replied that, though unit cost was never proposed, any party could come back and request an
amendment to the Parameters and Guidelines to include it. In response to Member Porini,

Ms. Shelton said that there is no time line on amending parameters and guidelines.

Member MclInerney believes that unit cost is the best approach for both the claimant and the SCO.
He added that, while the SCO probably had good faith in using unit cost, he was concerned that

shifting the way the SCO analyzes claims without notification creates a moving target for
claimants.

Mr. Ashby responded that the time period for appropriation was about to expire, so a decision had
to be made quickly as to how to compensate the claimants; there was no time to seek an
amendment to the Parameters and Guidelines. Further, the SCO currently applies some time
study or analysis of costs in their procedural review of claims to determine variability so they do
not compensate claimants for excessive costs.

Mr. Cunningham again argued that the data did not support the SCO’s 30-minute standard.
Member Sherwood replied that the data can be viewed differently, as it was by the SCO. lee
Member McInerney, he was more concerned with the lack of notification.

Member Steinmeier moved for adoption of the staff analysis. Member Sherwood seconded the
motion. The motion carried 5-1, with Member Beltrami voting “No.”

In conclusion, Member Sherwood indicated his concern with the lack of give-and-take from both
parties and the lack of notice. Member Beltrami indicated his desire for parties to somehow
synthesize or generalize their documentation to avoid repetition.

[A brief recess was taken.]
~ C. ADOPTION OF PROPOSED STATEMENT OF DECISION

Item 6 Peace Officers Procedural Bill of Rights - CSM-4499
City of Sacramento, Claimant
Statutes of 1976, Chapter 465
Statutes of 1978, Chapters 775, 1173, 1174, and 1178
Statutes of 1979, Chapter 405
Statutes of 1980, Chapter 1367
Statutes of 1982, Chapter 944
Statutes of 1983, Chapter 964
Statutes of 1989, Chapter 1165
Statutes of 1990, Chapter 675

This item was continued at the request of the claimant.
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REQUEST FOR RECONSIDERATION OF PRIOR FINAL DECISION PURSUANT TO

CALIFORNIA CODE OF REGULATIONS, TITLE 2, SECTION 1188.4.

Item 7 Long Beach Unified School District’s June 24, 1996, Request to Hear and
Decide Education Code Section 56026 - Maximum Age Limit: Special
Education for Ages 3to 5, and 18 to 21
Statutes of 1977, Chapter 1247
Statutes of 1980, Chapter 797, et al.
As Part of the Special Education Test Claim Filed by
Riverside County Superintendent of Schools and
Supplemental Claimants (Request to Reconsider the Statement of Decision
dated November 30, 1998)

Ms. Higashi, Executive Director to the Commission, noted that, related to this item, the
Commission received a request from Long Beach Unified School District to disqualify the
Department of Finance (DOF) and all of its representatives in Special Education cases now
pending before the Commission. Staff recommended permitting the district to present its request,
followed by a response from the DOF representative. Other members could then choose whether
to act on the request.

Vice Chairperson Sherwood assumed the role of Chair.
Joseph Mullender submitted his request for disqualification on the written papers.

Member Porini stated that this is a new administration, she is new to this position, to the DOF,
and to this issue. She asked former representatives why they had disqualified themselves in past
Special Education hearings and determined that they were all personal and individual decisions,
not the decision of the DOF to disqualify its representative. Ms. Porini submitted that a ‘fire wall’
exists in her office—she does not participate in meetings or discussions relating to Commission
issues. Finally, she believed she could be unbiased on this issue.

Member Beltrami noted that former Chairperson Dezember was advised by his attorneys to
recuse. Member Porini clarified that the former Chair indicated that he disqualified himself for a
personal reason. Hearing no motion, Chairperson Sherwood moved on. Member Porini resumed
the role as Chair.

Camille Shelton of the Commission staff introduced Long Beach Unified School District’s
request for reconsideration. She explained that the Commission’s regulations on reconsideration
provide for a two-step process with two hearings. Today, the Commission would determine if it
wished to grant the request. This requires a supermajority of five affirmative votes. If granted, a
second hearing would be scheduled to determine if the Commission’s prior final decision of
November 30, 1998, is contrary to law, and, if so, to correct the error. That decision denied the
claimant’s request to include special education services for disabled children ages 3 to 5 and 18 to
21 as part of the consolidated claim filed by Riverside County Superintendent of Schools and the
supplemental claimants.

Ms. Shelton briefly outlined the history of this issue and noted the two options for action:
Option 1 grants the request for reconsideration and the item would be rescheduled for a second
hearing to determine if there has been an error of law; Option 2 denies the request. If the
Commission selects Option 2, the administrative law judge will begin considering the merlts of
the underlying test claim. Staff recommended approval of Option 1.
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Parties were represented as follows: Joseph Mullender for the Long Beach Unified School
District; and Dan Stone, Deputy Attorney General, and Katherine Gaither, both for the
Department of Finance. '

Mr. Stone disagreed with staff’s analysis. He submitted the following:

» The consolidation was for the limited purpose of considering whether the state special
education program exceeded the federal mandate.

e Santa Barbara’s designated representatives, the Education Mandated Cost Network (EMCN)
and the School Services of California, knew the consolidation was limited and that Santa
Barbara had dropped out—it was a common understanding.

¢ This was part of the reason the Commission opened the Riverside claim to supplemental
claimants, in case anyone else wanted to go beyond the 17 areas.

e There is no history of the Santa Barbara claim using the term “maximum age,” as used by
Long Beach in its request for reconsideration. '

e . One supplemental claimant, the North Region SELPA, filed a claim for 3 to 5 year olds. Mr.
Stone contended that they filed this claim because they knew the Santa Barbara claim had
been abandoned.

o Had Long Beach truly thought the Santa Barbara claim was included, it would have filed a
" supplemental claim to extend the claiming period back to 1980, because the Riverside claim
* was restricted to current law in 1993/94.,

!

o The ohly shortcoming is the technical problem of indicating for the record that the Santa
Barbara claim had been abandoned and would no longer be entertained—the DOF was willing
to make a motion to dismiss the claim orally or in writing if necessary.

In response to Mr. Stone’s allegations, Carol Berg with EMCN argued that the Riverside claim
always intended to encompass the Santa Barbara claim. She added that the Riverside
documentation does go back to 1980, though they later decided to present documentation from
1993. Finally, Dr. Berg submitted that, though Santa Barbara’s name has not been raised until
Long Beach submitted it, none of the parties had believed or agreed that claim had been
abandoned.

Member Steinmeier wanted to confirm that the Commission was working under the assumption
that Santa Barbara had essentially abandoned its claim and Riverside had taken over its place.
She explained that that is what she had been told when she first became a member.

Ms. Shelton did not know what the intentions or discussions were back then, but noted that the
staff analysis was written purely on the administrative record. The record does not indicate that
Riverside was taking over Santa Barbara’s claim. Ms. Shelton added that, though Santa Barbara
has not participated since 1992 or 1993, the Commission has never dismissed the claim and Santa
Barbara has never formally withdrawn it.

Member Beltrami questioned the March 6, 1995, letter from the Commission’s executive director
providing notice that the Santa Barbara claim had been dropped. Ms. Shelton replied that the
letter does not mention the Santa Barbara claim at all, rather, the caption notes the test claim is of
the Riverside County Superintendent of Schools. Further, the letter allows other claimants to file
supplemental claims to Riverside’s claim.
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Member Beltrami asked about a party’s ‘i'ights. Ms. Shelton explained that the law says; until an

- administrative agency formally dismisses a case, it is still pending. The Commission’s regulations

currently only provide for a withdrawal by the claimant. She believed the Commission could
dismiss the claim under common law, though a separate procedural hearing would still be
necessary. The Commission would need to notify interested parties and other school districts and
give them the opportunity to be heard.

Mr. Mullender argued that these cases can be dismissed for lack of prosecution, but the difference
in procedure here as opposed to a normal court case is that it affects the rights of other similarly
situation entities, just like a class action.

Member Beltrami asked why those other entities did not say or do anything after Santa Barbara
disappeared from the scene. Dr. Berg argued that Riverside did come forward to take over the
Santa Barbara claim and that the fact that Santa Barbara did not formally withdraw its claim, as
required, means that the claim was not abandoned.

The Chair asked if the Commission has had any contact with Santa Barbara. Ms. Shelton noted
that staff sent them a copy of staff’s final analysis to put them on notice that there was an
allegation being made that their claim was still pending. Staff has not received a response.

Member Beltrami asked if Santa Barbara was one of EMCN’s clients. Dr. Berg responded that
the county offices of 58 counties support the EMCN, so “yes” in that sense. However, she does
not represent them.

Member Gomes moved for adoption of Option 2, to deny the request for reconsideration and
allow the court in pending litigation to rule on the issue. Ms. Shelton clarified that, currently,
there is no pending litigation so Option 2 would be limited to the denial. Member Gomes added
that the motion included the Commission scheduling a second hearing to dismiss the Santa
Barbara claim. Member Beltrami seconded the motion. Members Gomes, Porini, and Beltrami
voted “Yes.” Members Mclnerney, Sherwood, and Steinmeier voted “No.” Member Sherwood
clarified that they needed five votes to move ahead with the recommendation, so the Commission
is actually voting on Option 1.

Member Steinmeier moved for adoption of Option 1, to grant the request for reconsideration and
allow Long Beach to present its argument at a subsequent hearing.

In response to Member McInerney, Ms. Shelton said that there is nothing in the Commission’s
regulations allowing a claim to expire on its own. Member McInerney suggested the Commission
continue the item, have a motion for dismissal filed, and then make a ruling between the
reconsideration and motion to dismiss. Otherwise, the Commission would be acknowledging
something that could not have happened procedurally.

M. Stone inquired whether the Commission, acting as a quasi-judicial tribunal, could dismiss the
claim on its own, or if the motion must come from a party. Ms. Jorgensen replied that current
regulations do not include procedures for the Commission to withdraw a claim or to say that the
time has lapsed. Ms. Shelton reiterated her belief that, under common law, the Commission has

the authority to dismiss. Member McInerney clarified that, since the claim affects school districts

throughout the state, notices must be sent out and they must be given the opportunity to respond.

Member Steinmeier explained that that was the reason for her motion—to have an actual hearing
on the issue and provide some finality. She wasn’t actually supporting reconsideration, and noted
that most likely the Commission would find the claim was deceased because it was not acted
upon. Member Steinmeier believed the Commission should follow a formal procedural process.
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Mr. Stone again offered to make a motlon for dlsrmssal 1f necessary
Membér Beltrami seconded Member Stemmeler 8 motlon for Option 1

Mr. Mullender asked if the motion included giving notice. Ms. Shelton explained that Option 1
only grants the request for reconsideration. A second hearing would be held to discuss the merits
of the Long Beach claim and then the Commission would decide whether there has been an error
of law. If so, the Commission would change its prior statement of decision. The Chair clarified
that this option does not address Santa Barbara’s claim.

On aroll call vote, Members Beltrami, McInerney, Sherwood, and Steinmeier voted “Yes,” and
Members Gomes and Porini voted “No.” Ms. Higashi explained that, since five votes are required
to grant the request, the motion failed.

For procedural closure, Member McInerney moved to continue the request to a hearing when it
could be joined with 2 motion to dismiss so there could be finality with respect to the Santa
Barbara claim one way or another. Member Ste1nme1er seconded the motion. Member Beltrami
clarified that that would ensure notice to all of the part1es ‘Member Gomes asked if that meant the
Commission would reconsider Long Beach’s request for recons1derat10n Member McInerney
explained that the motion for reconsideration would be continued. Ms. J orgensen explained that
the request for recons1derat10n had already been demed because there were not five affirmative
votes.

Member Sherwood thought the remaining question was whether the Commission wanted to go to
the next step and hold a separate hearing to discuss the Santa Barbara claim, which would take a
notice of hearing. Ms. Jorgensen agreed, adding that that would take two months. Member
Sherwood clarified that the issue could be left in limbo until Santa Barbara comes forward. Ms.
Jorgensen noted that if the Commission did move to dismiss; Santa Barbara could come forward
and state the reasons why it should continue.

Member Beltrami requested the notice be to “dismiss” rather than to “dlscuss” the claim. The
Chair agreed and directed staff to include the notice to dismiss in its next notice. Member
McInerney clarified that, if the motion to dismiss ends in a tie vote, the Santa Barbara claim
would be resuscitated. This would put the Comnuss1o,n exactly where it would have been if it
approved the motion for reconsideration today.

VI INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GU]DELINES

Item 8 Criminal Background Checks, ( a.k.a. Michelle Montoya School Safety Act)
CSM-97-TC-16 ;
Lake Tahoe Unified School District and Irvine Umﬁed School District,
Co-Claimants
Education Code Sections 44237, 45125, 45125.1, 44332.6, 44830.1, and
45122.1
Statutes of 1997, Chapters 588 and 589

This item was continued the request of the Commission staff and the Department of Finance staff. |
Ms. Higashi noted that a prehearing conference was held and staff hopes to set the 1tem for the
next hearing.

B -663-



-664-

Item 9 Pupil Residency Verification and Appeals - CSM-96-348-01
: Sweetwater Union High School District and
South Bay Union School District, Co-Claimants
Education Code Sections 14502, 48204.5, and 48204.6
Revenue and Taxation Code Section 97.3
Specified Executive Orders, Standards, and Procedures
Statutes of 1984, Chapter 268
Statutes of 1995, Chapter 309

This item was adopted on consent.
B. REQUESTS TO AMEND PARAMETERS AND GUIDELINES

Item 10 Mandate Reimbursement Process — Amendment
CSM-4485-PGA-98-01
Statutes of 1975, Chapter 486
Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)

This item was adopted on consent.

Item 11 Juvenile Court Notices II - CSM-98-4475-PGA-1
Sweetwater Union High School District, Claimant
Statutes of 1995, Chapter 71

This item was adopted on consent.

C. ADOPTION OF PROPOSED REGULATORY ACTION
Tter 12 Proposed Amendments to California Code of Regulations, Title 2
Chapter 2.5, Section 1182.and Section 1187.2 Quorum and Voting
Requirements (Tie Vote).

Patricia Hart Jorgensen introduced this item. She noted that the Commission’s current regulations
require all Commission actions to be supported by a majority vote of the existing membership, but

- do not include procedures for resolution of a tie vote. At its June 24, 1999, hearing, the

Commission initiated a new rulemaking package to amend sections 1183 and 1187.2 to establish
procedures for tie votes. This proposal provides the Commission with the following options:

o Rehear the claim when membership changes or after an abstaining member has the
opportunity to review the administrative record;

e Assign the claim to a hearing panel or hearing officer for hearing and preparation of a
proposed decision for the Commission’s consideration (in the case of a hearing panel,
members shall be chosen by lot); or

» Direct staff to prepare a proposed decision based upon its final analysis and the evidentiary
hearing for the Commission’s consideration.

Ms. Jorgensen explained that the 45-day public comment period closed August 27. The
Commission received comments from Long Beach and San Diego Unified School Districts. Both

districts recommended an amendment to the Commission’s regulations providing that a tie vote
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results in denial of the claim or reaches a finding that the claimant has exhausted its
administrative remedies. Ms. Jorgensen submitted that to adopt this proposal would deprive the
reviewing court of the tools necessary to perform its review—it would ultimately force the
reviewing court to remand the matter back to the Commission for a final decision supported by
adequate findings. She said this has already happened, as evidenced in the unpublished decision
in the Sacramento Superior Court in the matter of Santa Barbara County Superintendent of
Schools v. State Board of Control. Ms. Jorgensen agreed with the commentators that these
regulations will not cure a tie vote, but added that they do establish procedures for the
Commission to follow. Staff recommended adoption of this rulemaking package.

Joseph Mullender, with the Long Beach Unified School District, noted his preference for adoption
of a regulation deeming a tie vote a denial. He cited REA Enterprises (52 Cal.App. 3d 596), a
Coastal Commission case, in which the court upheld the Commission’s denial of a permit based
on atie vote. Ms. Jorgensen noted that Public Resources Code section 27400 requires that, for a
permit to go forward, there muyst be an approval:: Further, she distinguished that the Coastal
Commission acts similar to a court of appellate review, not as a de novo court.

Mr. Mullender submitted that, if the Commission has a denial by tie vote, it should make the
finding in support of the denial just as it does with a majdrity denial.

Ms. Shelton explained that the Commission cannot have findings in a tie vote situation because
there isn’t agreement among the Commission members as to what those findings are. This is
especially important in cases with factual issues.

Jim Cunningham, with the San Diego Unified School District, submitted that a tie vote is not
necessarily a decision on the merits, but it has a functional equivalent of a denial. He supported
the Long Beach position. Mr. Cunningham did not believe any of staff’s alternatives would
work, and instead suggested that the Commission find that its decision is that it cannot make a
decision and allow the claimant to go to court, or deem the claimant to have exhausted its
administrative remedies. Then, the Commission could adopt parameters and guidelines in
accordance with the findings of the court.

Member Beltrami asked Mr. Cunningham if he felt it was a problem that there would be no
record that goes to the court. Mr. Cunningham responded that, despite the fact that a record
would not be necessary for a de novo review, an extensive record is available.

Member Gomes asked if Mr..Cunningham’s concerns about findings reconcile with the
Topanga case, regarding a final determination en the merits. :

Ms. Jorgensen replied that, based on the statutory scheme established by the Legislature under
which the Commission must operate, there must be a decision with findings. In response to the
Chair, Ms. Jorgensen said that a tie vote denial without findings would leave the Commission
right back where it started. '

Mr. Cunningham agreed that it would not be reviewable under the standard in section 1094.5,
but noted there are other forms of action without those limitations. Mr. Mullender added that
the Commission could also have oral findings.

Member Steinmeier commented that the Commission’s only tool is to use regulations to solve
this problem. She supported staff’s recommendation because, in a past claim, turning the
matter over to an administrative law judge was successful. If this does not work, then the
Legislature will have to resolve the problem.
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Member Mclnerney stated that the Commission could not accomplish much with the proposed
regulations. He submitted that the problem is political and legal. A judge is looking for
findings—no matter how the Commission defines a tie vote, it will not be providing findings.
Member Mclnerney suggested that the only real option would be to cast a straw vote and
abstain on findings to create a denial, thereby allowing the claimant to go to court. However,
this would give the other side the advantage of the substantial evidence test. Ms. Jorgensen
responded that a straw vote with no findings would not work.

Member Beltrami asked about the Coastal Commission code. Ms. Jorgensen replied that there
is a state law indicating that the permit needs a majority vote for approval. Further, the
Commission has original jurisdiction, not de novo.

Member Beltrami agreed with Member Mclnerney that the proposal simply postpones the
problem. He sympathized with the claimants’ plight. Ms. Jorgensen agreed that the proposal
does not force resolution, rather, it establishes procedures for the Commissioners to consider in
the event of a tie vote. Member Beltrami preferred to modify the regulations to provide that
everything goes to a hearing officer. He did not like the option of the staff report superceding
the Commission.

Ms. Higashi clarified that (c)(3) directs staff to prepare a proposed statement of decision based
upon the final staff analysis and evidentiary hearing, it does not imply that the proposal
becomes the decision without a vote. Member Beltrami asked if that was almost a rehearing.
Ms. Higashi replied that it could be viewed that way. Member Beltrami agreed with Member
MclInerney that the problem was political and may have to be answered through the Legislature.

Member Sherwood asked what would happen if claimants accepted a tie vote as a denial and
allowed them to take their chances at the court level. Ms. Jorgensen estimated that there is a 99
percent chance that the court would send the issue back to the Commission to make a decision
with findings. She cited the Santa Barbara case (which was not a tie vote issue) in which the
reviewing court remanded the issue to the Commission to come up with more specific findings
in support of its decision. '

Mr. Cunningham rebutted that, in the County of San Diego case, the court did not send the
matter back for findings. He submitted that the test claim issue was decided by the courts and
sent back to the Commission to adopt the parameters and guidelines. Ms. Shelton explained
that that case was not a test claim and applied only to one county. Further, it did come back to
the Commission to determine whether or not any costs were mandated by the state. Ms.
Shelton added that the SIDS test claim was remanded because the Commission did not have any
findings on the fee authority.

Member Gomes moved to adopt staff’s recommendation. With a second by Member
Steinmeier, the motion passed unanimously.

VIIO. EXECUTIVE DIRECTOR’S REPORT
Item 13 Legislation, Workload, and October Agendas
Ms. Higashi noted that the report was included in the binders. She noted that:

The Commission’s claims bill and CSAC’s legislation, the Local Government Omnibus Act of
1999, are on the governor’s desk.
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The Commission’s pending. regulations (regarding the Conflict of Interest. Code and AB 1963 and
Sunset Review packages) were filed with the Secretary of State for printing.

Three new test claims and four incorrect reduction claims have been filed with the Commission.

The SB 1933 hearing in Butte County will be held on October 19. Staff is working with
Department of Finance to prepare a staff report on this application.

The regular Commission hearing on October 28 will include the preliminary decision on the Butte
County application, as well as a continuation of the Special Education Parameters and Guidelines
The School Site Councils and Brown Act test claims are tentatively set for hearing, along with the
item continued from this month.

Member Beltrami recognized that today was Member McInerney’s last Commission hearing. The
Chair added that he would be missed.

IX. PUBLIC COMMENT
None.

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 8 (action) (tentative)

The proposed parameters and guidelines for Special Education, CSM-3986, were not heard.
ADJOURNMENT

Hearing no further business, Chairperson Porini adjourned the meeting at 12:31 p.m.

Nt e ag b’

PAULA HIGASHI
Executive Director

f:/meetings/minutes/1999/093099
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BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA -

IN RE AMENDMENT TO PARAMETERS  [NO. CSM-4485-99
AND GUIDELINES ON: Mandate Reimbursement Process

Statutes of 1975, Chapter 486; Statutes of -ADOPTION OF AMENDMENT TO

1984, Chapter 1459; Statutes of 1995, Chapter | PARAMETERS AND GUIDELINES

303 (Budget Act of 1995); Statutes of 1996, | PURSUANT TO GOVERNMENT CODE
Chapter 162 (Budget Act of 1996); Statutes of SECTION 17557 AND TITLE 2,

1997, Chapter 282 (Budget Act of 1997); CALIFORNIA CODE OF REGULATIONS,
Statutes of 1998, Chapter 324 (Budget Act of | SECTIONS 1183.2 AND 1185.3.

1998); Statutes of 1999, Chapter 50 (Budget (Adopted on September 30, 1999)
Act of 1999). ‘

PARAMETERS AND GUIDELINES AMENDMENT

On September 30, 1999, the Commission on State Mandates adopted the attached Amended
Parameters and Guidelines, This decision shall become effective on October 1, 1999.

Date: /D ~/~ /7017 | Y

PAULA HIGASHI, Effcutive Director
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Adopted:  September 30, 1999

File: C8M-4485-99 (6% Amendment)
Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987

. Second Amendment Adopted: October 26, 1995

Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
f:\mandates\csm400014485\pga093059
Document Date: September 15, 1999

PROPOSED AMENDMENTS TO
PARAMETERS AND GUIDELINES

Statutes of 1975, Chapter 486

Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)

Mandate Reimbursement Process

[For fiscal years 1995-96, 1996-97, 1997-98, 998-99 and 1999-00 only, these parameters and
guidelines are amended, pursuant to the requirements of (1) provision 11 of Item 0840-001-
001 and provision 1 of Item 8885-001-001 of the Budget Act of 1995, (2) provision 9 of Item
0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget Act of 1996, (3)
provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget Act
of 1997 (4) provision 8 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the
Budget Act of 1998 (5) provision 8 of Item 0840-001-0001 and provision 1 of

Item 8885-001-0001 of the Budget Act of 1999 to,include Appendix A.]

L

Summary of Mandate

Chapter 486, Statutes of 1975, established the Board of Control’s authority to hear and
make determinations on claims submitted by local governments that allege costs
mandated by the State. In addition, Chapter 486/75 contains provisions authorizing the
State Controller’s Office to receive, review, and pay reimbursement claims for
mandated costs submitted by local governments.

Chapter 1459, Statutes of 1984, created the Commission on State Mandates, which
replaced the Board of Control with respect to hearing mandate cost claims. This law
established the “sole and exclusive procedure” by which a local agency or school
district is allowed to claim reimbursement as required by Section 6 of Article XIII B of

the California Constitution for State mandates under the Government Code, see section
17552.



Together these laws establish the process by which local agencies are to receive
reimbursement for State-mandated programs. As such, they prescribe the procedures
which must be followed before mandated costs are to be recognized. They also dictate
reimbursement activities by requiring localities to file claims according to instructions
issued by the Controller.

Commission on State Mandates Decision

On March 27, 1986, the Commission on State Mandates determined that local agencies
and school districts incurred “costs mandated by the State” as a result of Chapter 486,
Statutes of 1975, and Chapter 1459, Statutes of 1984. Specifically, the commission
found that these two statutes imposed a new program by requiring local governments to
file claims in order to establish the existence of a mandated program as well as to
obtain reimbursement for the costs of mandated programs.

Eligible Claimants

~ All local agencies and school districts incurring increased costs as a result of this
mandate are eligible to claim reimbursement of those costs.

Period of Claim

Pursuant to Government Code section 17560, reimbursement for state-mandated costs
may be claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim
by January 15 of the fiscal year in which costs are to be incurred, and, by
January 15 following that fiscal year shall file an annual reimbursement
claim that details the costs actually incurred for that fiscal year; or it may
comply with the provisions of subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal
year in which costs are incurred, file an annual reimbursement claim that
details the costs actually incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller
pursuant to subdivision (c) of Section 17558 between October 15 and
January 15, a local agency or school district filing an annual reimbursement
claim shall have 120 days following the issuance date of the revised
claiming instructions to file a claim.

If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed. ‘

Reimbursable  Costs
A. Scope of Mandate

Local agencies and school districts filing successful test claims and
reimbursement claims incur State-mandated costs. The purpose of this test
claim was to establish that local governments (counties, cities, school districts,
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special districts, etc.) cannot be made financially whole unless all state
mandated costs -- both direct and indirect -- are reimbursed. Since local costs
would not have been incurred for test claims and reimbursement claims but for
the implementation of State-imposed mandates, all resulting costs are

recoverable,

Reimbursable Activities -- Test Claims

All costs incurred by local agencies and school districts in preparing and
presenting successful test claims are reimbursable, including those same costs of
an unsuccessful test claim if an adverse Commission ruling is later reversed as a
result of a court order. These activities include, but are not limited to, the
following: preparing and presenting test claims, developing parameters and
guidelines, collecting cost data, and helping with the drafting of required
claiming instructions. The costs of all successful test claims are reimbursable.

Costs that may be reimbursed include the following: salaries and benefits,
materials and supplies, consultant and legal costs, transportation, and indirect
costs.

Reimbursable Activities -- Reimbursement Claims

All costs incurred during the period of this claim for the preparation and
submission of successful reimbursement claims to the State Controller are
recoverable by the- local agencies and school districts. Allowable costs include,
but are not limited to, the following: salaries and benefits, service and supplies,
contracted services, training, and indirect costs.

Incorrect Reduction Claims are considered to be an element of the
reimbursement process. Reimbursable activities for successful incorrect
reduction claims include the appearance of necessary representatives before the
Commission on State Mandates to present the claim, in addition to the
reimbursable activities set forth above for successful reimbursement claims.

V1. Claim Preparation

A.

Supporting Data

For audit purposes, all costs claimed shall be traceable to source documents
(e.g., employee time records, invoices, receipts, purchase orders, contracts,
worksheets, calendars, declarations, etc.) that show evidence of the validity of
such costs and their relationship to the state mandated program. All
documentation in support of the claimed costs shall be made available to the
State Controller’s Office, as may be requested, and all reimbursement claims
are subject to audit during the period specified in Government Code section
17558.5, subdivision (a).



Salaries and Benefits

Employee costs should be supported by the following: employee name, position
(job title), productive hourly rate, hours worked, salary and benefit amounts,
and a description of the tasks performed as they relate to this mandate.

Service and Supplies

Identify any direct costs for materials that have been consumed or expended
specifically for this mandate.

Contract Services

Costs incurred for contract services and/or legal counsel that assist in the
preparation, submission and/or presentation of claims are recoverable. Provide
copies of the invoices and/or claims that were paid.

Training
1. Classes

Include the costs of classes designed to assist the claimant in identifying and
correctly preparing State-required documentation for specific reimbursable
mandates, Such costs include, but are not limited to, salaries and benefits,
transportation, registration fees, per diem, and related costs incurred
because of this mandate.

2. Commission Workshops

Participation in workshops convened by the Commission is reimbursable.
Such costs include, but are not limited to, salaries and benefits,
transportation, and per diem. This does not include reimbursement for
participation in rulemaking proceedings.

Indirect Costs
1. Local Agencies.

Indirect costs are defined as costs which are incurred for a common or joint
purpose, benefiting more than one program and are not directly assignable
to a particular department or program without efforts disproportionate to the
result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of central government
services distributed to other departments based on a systematic and rational
basis through a cost allocation plan.

Local agencies must claim indirect costs based on the following alternatives:
Compensation for indirect costs is eligible for reimbursement using the
procedure provided in the OMB Circular A-87. Claimants have the option
of using ten (10) percent of direct labor, excluding fringe benefits, or
preparing an Indirect Cost Rate Proposal (ICRP) for the department if the
indirect cost rate claimed exceeds ten (10) percent. If more than one
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department claims-indirect costs for the mandated program, each department
must have its own IRCP prepared in accordance with OMB Circular A-87
(or subsequent replacement). An ICRP must be submitted with the claim
when the indirect cost rate exceeds ten (10) percent.

2. School Districts

School districts must use the J-380 (or subsequent replacement) non-
restrictive indirect cost rate provisionally approved by the Califomia
Department of Education.

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement)
non-restrictive indirect cost rate provisionally approved by the California
Department of Education.

4. Community College Districts

Community College Districts must use one of the following three
alternatives :

a. An ICRP based on OMB Circular A-2 1;
b. The State Controller’s FAM-29C which uses the CCFS-3 11; or
¢. Seven percent (7 %) .

VIL.  Offsetting Savings and Other Reimbursement

Any offsetting savings the claimants experience as a direct result of this statute must be
deducted from the costs claims. In addition, reimbursement for this mandate received
from any source, e.g. , federal, state, etc. , shall be identified and deducted from this
clamm. .

VIII. Required Certification
The following certification must accompany the claim:
IDO HEREBY CERTIFY:

THAT sections 1090 to 1096, inclusive, of the Government Code and other
applicable provisions of the law have been complied with; and

. THAT 1 am the person authorized by the local agency to file claims ‘for funds
with the State of California.

SIGNATURE OF AUTHORIZED REPRESENTATIVE DATE

TITLE TELEPHONE NUMBER
(Contii]ue to Appendix A)
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PARAMETERS AND GUIDELINES
Statutes of 1975, Chapter 486

and
Statutes of 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years 1995-96,
199697, 199798, 1998-99, and 1999-00 '

A.  If a local agency or school district confracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided for an independent contractor may be
exceeded only if the local agency or school district establishes, by appropriate
documentation, that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost
estimate is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of [Test
(1)] ten percent of the claims prepared and submitted by the independent contractor or
[Test (2)] the actual costs that necessarily would have been incurred for that purpose if

! The limitation added by (1) the Budget Act of 1995, Chapter 303, Statutes of 1995, in Item 0840-00 1-
00 1, Provision 11, and in Item 8885-00 1-00 1, Provision 1, (2) the Budget Act of 1996, Chapter 162, Statutes of
1996, in Item 0840-00 1-000 1, Provision 9, and in Item 8885-00 1-000 1, Provision 1, (3) the Budget Act of 1997,
Chapter 282, Statutes of 1997, in Item 0840-00 1-000 1, Provision 9, and in Item 8885-00 1-000 1, Provision 1, and
(4) the Budget Act of 1998, Chapter 324, Statutes of 1998, in Item 0840-00 1-000 1, Provision 8, and Item 8885-00 1-
000 1, Provision 1, (5) the Budget Act of 1999, Chapter 50, Statutes of 1999, in Item 0840-00 1-000 1, Provision 8,
and in Item 8885-00 1-000 1, Provision 1, is shown as part A. of this Appendix.
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performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have
been accomplished without the incurring of the additional costs claimed by the local
agency or school district. Appropriate documentation includes the record of dates and
time spent by staff of the contractor for the preparation and submission of claims on
behalf of the local agency or school district, the contractor’s billed rates, and
explanation on reasons for exceeding Test (1) and/or Test (2). In the absence of
appropriate documentation, reimbursement is limited to the lesser of Test (1) and/or
Test (2). No reimbursement shall be permitted for the cost of contracted services

without the submission of an estimate of actual costs by the local agency or school
district.
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DECLARATION OF SERVICE BY MAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a
party to the within action. My place of employment is 1300 I Street, Suite 950,
Sacramento, California 958 14.

On October 1, 1999, I served the:
The Adopted by the Commission On State Mandates for the following claim:

CSM-4485 Mandate Reimbursement Process

Statutes of 1975, Chapter 486

Statutes of 1984, Chapter 1459

Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)

by placing a true copy thereof in an envelope addressed to each of the persons listed on
the mailing list, and by sealing and depositing said envelope in the United States mail at
Sacramento, California, with postage thereon fully paid.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct, and that this declarafion was executed on

October 1, 1999, at Sacramento, California.
ot b

CHRISTINE WEIN
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. HEARINGS: AND. DECISIONS
: "REGULATIONS TITLE 25:CHY#

COMMISSION ON STATE MANDATES
REVISED NOTICE AND AGENDA September 13, 2000

State Capltol Room 126 .
Sacramento, Cahforma

'September 28--552000 S

9 30. A M PUBLIC SESSION

CALL TO. ORDER AND ROLL CALL
APPROVAL OF M]NUTES o

'zll’mblua’e the ztem(s) on the Prop "ed 'Consem‘ Calendar that
will ,be presented at the hearing.. The Commzsszon wzll determzne which items will
rem ] :

g e

PURSUANT TO CALIFORNIA CODE OF
PTER2:5, ARTICLE 7 (action)

Note W1tnesses w111 be sworn m en masse before cons1derat10n of Items 2 13
A. TEST CLATMS. . S |

Item?2 - - Photograp‘ c Redord of Evzdence 98 TC 07
" . City of Lo§ Anhgeles; Cla1mant :
Penal Code Section 14173 -

Statutes of '1985 Chapter 875; Statutes of 1986 Chapter 734

R

T R

S 0
N Cou.nty of Los Angeles CIalmant
Penal Code Section 13519, 4.
Statutes of 1992 Chapter 1267

- 'tem 4 . u::-;as_:Health Benef ts for Survzvors of Peace O_)j‘icels and F irefighters
o 0 97-TC25 R L5
‘City 6f Palos Verdes Estates C1a1mant T
Labor Code Section 4856, Subdivisions (a) and (b)
Statutes of 1996, Chapter 1120; Statutes of 1997, Chapter 193

-679-



-680-

Item 5

Item6

Budget Process Financial Statements, and County Oversight - 97-TC-19
Alameda County Office of Education, Claimant

Education Code ‘Sections 1241.5, 17150/17850, 33127, 33128, 33129,
33132, 35035, 42100, 42101, 42103, 42122, 42123, 42124, 42125, 42126,
42127,42127.1,42127.2,42127.3,42127.4, 42127.5, 42127.6, 42127.9,
42128, 42129, 4213'0 42131 42133, 42140, 42141, 42142, and 42637
and Government Code Section 3540.2

Statutes of 1975 Chapter 125; Statutes of 1977, Chapter 36; Statutes of
1979, Chapters 221 and 282; Statutes of 1980, Chapter 1354 Statutes of
1981, Chapters 100 and 1093; Statutes of 1984 Chapter 134; Statutes of
1985, 185 and 741; Statutes of 1986, Chapter1150; Statutes of 1987,
Chapter 917, 1025 and 1452; Statutes of 1988, Chapters 1461 and 1462
Statutes of 1989, Chapter 1256; Statutes of 1990, Chapter 525; Statutes of
1991, Chapter 1213; Statutes of 1992, Chapter 323; Statutes-of 1993,

. Chapters 237, 923 and 924; Statutes of 1994, Chapter 650 and 1002;

Statutes of 1995 Chapter 525 and 5308 Statutes of 1996, Chapters 227,
1071 and 1158 |

California Code of Regulatmns T1t1e 5 Sections 15440 15466

California Department of Education Flscal Management Advisories 86-
02,'86-03, 87-01, 88-01, 88-10, 92-03 and Management Advisories 92- 06,
92-07, 92-08, 93-02, 94-01, 94-02,94-07, 95 03, 95-04, 95 07, 96 08

| ‘County Ojj“ ce Budget Pracess and F znanczal Statements 97 TC 20

Alameda County Office of Education, Claimant

Education Code Sections . 1040; 1240,-1240.2, 1620, 1621, 1622, 1623,
1624, 1625, 1626, 1628, 1630, 14050,33127, 33128, 33129, 33132,
42120, 42129 and 42133 O

Statutes of 1975, Chapter 125; Statutes: of 1977 Chapter 843; Statutes of

1979, Chapters 10 and 221; Statutes of 1983, Chapter 1276; Statutes of
1985, Chapter 741, Statutes of 1986 Chapter 1150; Statutes of 1987,
Chapters 917 and 1452 Statutes of 1988 Chapters 1461 and 1462;

- Statutes of 1989, Chapter 1256; Statutes of 1990, Chapter 1372; Statutes

of 1991, Chapter 1213; Statutes of 1992, ‘Chapter 323; Statutes of 1993,
Chapters 923 and 924 Statutes of 1994 Chapters 650 and 1002 Statutes
of 1995, Chapter 525"

California Code of Regulations Title 5 Sections 15467-15493

California Department of Education Fiscal Management Advisories 86-
02, 86-03, 87-01, 88-01, 88-10, 92-03 and Management Advisories 92-06,
92-07, 92-08; 93-02, 94-01, 94-02, 94-07, 95-03, 95-04, 95-07, 96-08



B. PROPOSED STATEMENTS OF DECISION - TEST CLAIMS . . .

Item 7*  Sexual Harassment T raznmg in the Law Enforcement Workplace
‘ 97-TC-07 ~ - ' :
.- County of Los Angeles Clalmant
. - Penal Code Section 13519.6
Statutes of 1993, Chapter 126

Item 8%  Child Abuse Treatment Services Authorlzatzon 98-TC-06
County of Los Angeles, Claimant
Penal Code Sections 273.1, 2732, and'273d *
Statutes of 1996, Chapter 1090

Ttem 9%  Physical Education Réports = 98-TC-08 - S
Bakersfield City School D1str10t and Sweetwater Union ngh School
District, Co-Claimants Lok S
Education Code Section 51223.1 - .«¢
Statutes 0f 1997, Chapter 640

Item 10*  Behavioral 'Interventzon Plan.s' CSM—4464
o Butte County Office of Education, San Diego Unified School District, and
San Joaquin County Office of Education, Co-Claimants
Education Code Section 56523 L
Statutes of 1990, Chapter 959 o
Title 5, California Code of Regulations,
Sections 3001 and 3052 . '

~ C. PROPOSED STATEMENT OF DECISION - INCORRECT REDUCTION CLATM

Item 11* Graduation Requzreméhts CSM 4435-1-01 and 4435-1-37
' -~San Diego Unified Sc¢hool District, Clalmant

Bducation Code Section 51225.3

Statutes of 1983 Chapter 498

D. PROPOSED STATEMENT OF DECISION DISMIS SAL OF TEST CLAIMS

| Iterm In-Home Supportzve Se7 vices — CSM 43 14
12B* County of Los Angeles and County of F1esno Co-Claimants
Statutes of 1981, Chapter 69
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E. PROPOSED STATEMENT OF DECISION — APPEAL OF THE E}GECUTIVE
DIRECTOR’S DECISION . ;

Item 13*  San Diego Umﬁed School D1stnct’s Appeal of the Executwe D1rect01 s
: Action Granting Department of Finance’an Extension for Filing Comments on
Charter Schools IT - 99-TC-03; Los Angeles County Office of Education and
San Diego Unified -School District, Co-Claitnants, Statutes of 1998, Chapters
34 and 673

V. INFORMATIONAL HEARING PURSUANT TO CALEFORNIA CODEOF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (actlon)

A. ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Item 14*  Seriously Emononally LDisturbed (SED) Pupzls Out-of State Mental Health
j Services ~ 97-TC-05"" = ,
County of Los Angeles, Clalmant
Government Code Section 7576. .- L
Statutes of 1984, ‘Chapter. 1747, Statutes of 1985 Chapter 1274,
Statutes of 1996, Chapter 654
California.Code of Regulations, Title 2, Division 9, Chapter 1
.California Depant-mentedf Merital Healthzlnformation Notice No: 86-29

i

B. ADOPTION OF PROPOSED AI\/T_ENDM:ENTS TO PARAMETERS AND
GUIDELINES e .

Item 15 School Bus Safety I and II 99-PGA—02 (97 -TC-22)
' Bducatior Code Sections 39831 3, 38048, 398315 and
- Vehicle Code.Section, 22112, - e
Statutes of 1992, Chapter: 624 Statutes of 1994 Chapter 831
Statutes of 1996, Chapter 277, Statutes 0£,1997, Chapter 739
Item 16* School Crimes Statzstzcs and Valzdatzon Reportzng
; Education Code Section 14044 R .
Penal Code Sections 628, 628. 1, 628 2, a.nd 628 6
Statutes of 1984, Chapter 1607; Stat\i S""of 1988 Chapter 78;
Statinteg” of 1980; Chapter 1457 - ¢ '
“ Califoftiia Departmetit of Edueatmn’s “Standard School Crime
Reporting Forms” o
Proposed Amendriént s add: S hool C) s_Reportzng IT - 97-TC-03
San Diego Unified School District, Claimiant
Penal Code Sections 628.2 and 628.6, as amended by Statutes of 1996,
Chapter 4{0; Tltle 5, Cahforma Code of Regulatrons Sectrons 700-704
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VIL

Item.17% . Mandate Reimbursement. Process ~CSM-4485 .. ..
Statutes of.1975, Chapter.486; Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995); Statutes of 1996,
Chapter 162 (Budget Act of 1996); Statutes of 1997, Chapter 282 (Budget Act
" of 1997)“’St"‘tutes of 1998, Chapter 324 (Budget Act of 1998); Statutes of
~ 1999, Chapter“SO (Budget Act of 1999), Statutes of 2000, Chapter 52 (Budget
Act of 2000)

T
o

JC: 'ADOPTION OF REGULATIONS PURSUANT TO GOVERNI\/DENT CODE

+SECTION 17527, SUBDIVISION (g): R SR

- Item 18 Adoption of Proposed Amendmerits to Cdliforiﬁal"‘co‘d!e of Regulations,
Title 2,.Chapter 2.5 Adding Section 1183.09, As Modified on August
24, 2000, After Close of Public Comment Period - Dzsmzssal of Actions
wPostporied:or Placed on Inactive Status - W

Item 19 Approval of Modifications After Close of Pubhc Comment Period:
R Proposed ‘Amendmentsto California Code of Regulations, Title 2,
Chapter'2.5, - Amending Sections:1181.1, 1183, 1183.05, 1183.12,
.. 1185, 1185,01, 1185.02, 1185.2, 1188.4 of Chapter 2.5 of Division 2,
 Title 2 of the California Code of Regulanons - (4B 1679)

E)CECUTIV’E D]ZRECTOR S REPORT (mfo) .
- Item:20 . Worklbad Leglslatlon Future Agendas AP P

PUBLIC'COMMENT T .
'CLOSED EXBCUTIVE SESSION PURSUANT TO GOVERNMENT CODE

SECTIONS 11126 and 17526 (Closed Executwe Session’ may begm at this time or
may begm earlier on this day and reconvene at the end of t.he meetmg )

A. PENDING LITIGATION

To confer with and receive advice from legal counsel, for cons1derat10n and acuon as

necessary atid-appropriate, upon the following matters pursuant to Govemment Code
section 11 126 subd1v1s1on (e)(l) '

1. Coum:v of San Bernardzno v, State of Calzforma et al Case Number

SCV52190, in the Supenor Court of the State of California, County of Los
Angeles. .

2. County of Sonoma v. Commission on State Mandates, et al., Case Number
A089524, in the Appellate Court of California, First Appellate District,”
Division 1.

3. San Diego Unified School District v. C’ommission on State Mandates, et al.,
Case Number GIC 737638, in the Superior Court of the State of California,
County of San Diego.
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4. Long Beach Unified School District v. Commission on State Mandités, Case
- Nuiriber BS061159, 1n the Superlor Court of the State of California, County of
Los Angeles B ‘

| 5. “San Dzego Uny“ ed School Dzstrzct and San Juan Unzﬁed School District v.
Commzsszon on State Mandates, et al, Case Number 00CS00810, in the Superior
Court of the State of California, County of Sacramento

6. State of Calzfornza Department of Finance v. Commission on State Mandates,
Kern Union High:School District; San Diego Unified School District, County of
Santa Clara, Case Number 00CS00866, in the: Supenor Court of the State of

. Cahforma County of Sacramento.

o

7. City of El Monte et al. viCommission on State Mandates, Petition for Revww
pending in the Supreme Court{Case Number'3 Civil C025631, in the Appellate
Court of California)sThird Appellate District and Sacramento County No.
_ 95CSO2704] "

..8. .. City of San Dzego V. Commzsszon on. State Mandates etzal Case Nu.mber GIC
- 751187, in‘the Supenor Court of the State of Cahforma County of San Diego,

o

County of Los Angeles v, Commzsszon on State Mandates et al. Case Number
BS064497, in the’ Supenor Court of the State’ of Cahforma County of Los
Angeles.

To confer with and receive:advice from legal counsel, for consideration and'action, as
necessary and appropriate, upon the following matter pursuant to Government Code
sectlon 1 1126 subdlvrslon e)(2):

e Based on ex‘lstmg facts and crrcumstances there is a, speclﬁc matter Wthh presents
a mgmﬁcant gxposure to 11t1gat1on agamst the Commrssron on. State Mandates its
members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(1) )

M

B. PERSONNEL

To confer on personnel matters pursuant to Government Code sect1ons 11126
subd1v151on (a) and 17526." ~~

Discussion and action, if appropnate on report from Personnel Sub-
Comrmttee o : '

¢ |

IX. REPORT FROM CLOSED EXECUTIVE SESSION

ADJ OURNI\/IENT
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Hearing Date: September 28, 2000 .
File: C§M-4485-00 (7th Amendment)
f:\mandates\csm4000\4485\2000\exsum

ITEM 17
AMENDMENT TO PARAMETERS AND GUIDELINES .'

Statutes of 1975, Chapter 486

~ Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
Statutes of 2000, Chapter 52 (Budget Act of 2000)

Mandate Reimbursement Process

EXECUTIVE SUMMARY

The Mandate Reimbursement Process parameters and gnidelines allow local agencies and
school districts to be reimbursed for costs incurred in preparing and presenting successful
test claims and submitting reimbursement claims to the State Controller. Incorrect reduction
claims are considered an element of reimbursement claims. The original parameters and
guidelines were adopted on November 20, 1986.

Since 1995, the State Budget Act has included supplemental language in the support
appropriations for the State Controller's Office and the Commission on State Mandates.

This language addresses local reimbursement for the costs of contracting with an independent
contractor. The Commission adopted Appendix A to comply with the supplemental
language. '

Each year, the Commission has amended these parameters and guidelines and Appendix A to
reflect this language. The Budget Act of 2000 states:

"The Commission on State Mandates shall provide, in appticable parameters and guidelines,
as follows:

"~ (a) If a local agency or school district contracts with an independent contractor for the
preparation and subrhission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed: the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that
necessarily would have been incurred for that purpose if performed by employees of the
local agency or school district.

(b) The makimum amount of reimbursement authorized by subdivision (a) may be
exceeded only if the local agency or school district establishes, by appropriate
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documentation, that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs clanned by the local agency or
school district."! :

.Written Comments

After enactment of the 2000 Budget Act, staff npdated the captions of the 1999 parameters
and guidelines and "Appendix A" to cite the Budget Act of 2000. Staff mailed the proposal
to affected state agencies and interested parties for review and comment on July 25, 2000.
Comments were due August 28, 2000. As of August 31, 2000, no comments had been
received.

Staff Analysis

Other than updating the captions of the parameters and guidelines and "Appendix A" to cite
the Budget Act of 2000 no changes were made to the 1999 parameters and guidelines for
this claim.

Staff Recommendation

Staff recommends the Commission adopt the proposed amended parameters and guidelines
(see Exhibit A).

! Statutes of 1999, Chapter 50, p. 654, Item 8885-001-0001, Provision 1.



AdeptedHearing: Sep{ember—sg——lr%lg eptember 28, 2000
File: CSM-4485-9500 (67" Amendment) ‘
Adopted: November 20, 1986~

First Amendment Adopted: March 26, 1987

Second Amendment Adopted; October 26, 1995 -

Third Amendment Adopted: January 30, 1997

Fourth Amendment Adopted: September 25, 1997

Fifth Amendment Adopted: October 29, 1998

Sixth Amendment Adopted: September 30, 1999
f: \mandates\csm4000\4485\pga9939999ga09280 )
Document Date: September——lé—l—gggjuly 21, 2000

- PROPOSED AMENDMENT STO
PARAMETERS AND GU]DELINES

Statutes of 1975, Chapter 486
Statutes of 1984, Chapter 1459 _
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996; Chapter 162"(Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997) = -
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
~ Statutes of 2000, Chapter 52 (Btidget Act of 2000}

Mandate Reimbursement Process

[For ﬁscal years 1995- 96 1996 97 1997- 98 1998- 99, -and 1999 00 and 2000-01. only, these -

pararneters and guldelmes are a.mended pursuant to the, requuements of. (1) provision 11 of

Ttem 0840-001-001 and provision I of Ttem 8885-001-001 of the Budget Act of 1995,

(2) provision 9 of Item 0840-001:0001 and provision 1 of Item '8885-001-0001 ‘of the Budget
Act of 1996, (3) provision 9 of Itém 0840-001-0001 and provision 1 of Item 8885 001—0001

of the Budget Act of 1997, (4) provision 8 of Item 0840-001-0001 and provision 1 of

Item 8885-001-0001. of: the Budget Act of 1998, (5) proyision 8 of Item.0840-001-0001 and

provision 1of Item 8885-001-0001 of the Budget Act of 1999, (6) provision 8 of

Item 0840 001- OOOl and DI‘OVISIOD 1 of Item 8885 001—0001 of .the Budget Act of 2000 to
include Appendlx Al

I. Summary of Mandate

- Chapter 486, Statutes of 1975, estabhshed the Board of Control's authorrty to hear afid make
determinations on claims submitted by local governments that allege costs. mandated: by the
Sstate. In addition, Chapter 486/75 contains provisions-authorizing the State Controller 8

Office to receive, review, and pay reimbursement claims for mandated costs subrmtted by
local governments; -

Chapter 1459, Statiites of 1984 created the Commission on State Mandates whrch replaced
the Board of Control with respect to hearlng mandate cost c1a11ns Tl’lJS law estabhshed the
"sole and exclusive procedure by whrch a local agency or school dlStI'lCt is allowed to claun
reimbursement ag required by Section 6 of Article XIII B of the Callforma Constrtutlon for
Sstate mandates under the Government Code, see section 17552.
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Together these laws establish the process by which local agencies are-te-receive reimbursement
for Sstate-mandated programs. As such, they prescribe the procedures whish that must be
followed before mandated costs are te-be-recognized. They also dictate reimbursement
activities by requiring leealities local agencies and school districts to file claims according to
instructions issued by the Controller. '

II. Commission on State Mandates Decision

Oun March 27, 1986, the Commission on State Mandates determined that local agencies and
school districts incurred "costs mandated by the Sstate" as a result of Chapter 486, Statutes of
1975, and Chapter 1459, Statutes of 1984. Specifically, the commission found that these two
statutes imposed a new program by requiring local governments to file claims in order to
establish the existence of a mandated program as well as to obtain reimbursement for the costs
of mandated programs.

III. Eligible Claimants

All local agencies and school districts incurring increased costs as a result of this mandate are
eligible to claim reimbursement of those costs.

IV. Period of Claim

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by January
15 of the fiscal year in which costs are to be incurred, and, by January 15 following
that fiscal year shall file an annual reimbursement claim that details the costs actually
incurred for that fiscal year; or it may comply with the provisions of subdivision (b). .

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of Section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed. :

V. Reimbursable Costs
A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incur Sstate-mandated costs. The purpose of this test claim was-is to establish that local
governments (counties, cities, school districts, special districts, etc.) cannot be made
financially whole unless all state- mandated costs -- both direct and indirect -- are
reimbursed. Since local costs would not have been incurred for test claims and
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reimbursement cldims but for the implementation of Sstate-imposed mandates all resulting [
costs are recoverable, '

B. Reimbursable Activities - Test Claims

All costs incurred by local agencies and school districts in preparing and presenting ‘
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim 1f(an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test
claims, developlng parameters and guidelines, collecting cost data, and helplng with the _
drafting of required claiming instructions. The costs of all successful test claims are
reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

C. Reimbursablé Act1v1t1es - Reunbursement Clanns '

All costs incurred durmg the perlod of this claim for the preparatlon and sublmss1on of
successful reimbursement claims to the State Controller are recoverable by the local

agencies and school districts. Allowable costs include, but are not limited to, the
following: salaries and benefits, service and supplies, contracted services, training, and
indirect costs..

Incorrect Reduction Claims are considered to be an elemernt of the reimbursement process.
Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to present the claim,
in addition to the reimbursable activities set f01th above for successful relmbursement
clalms : -

VI. Claim Pfepa'ration
A. Supporting Data

For audit purposes; ‘all costs clairhed shall be traceable to source doctuments (e.g.,

employee time records, invoices, réceipts, purchdse orders, contracts, worksheets,
calendars,.declarations, etc.) that show evidence of the validity of such costs and their
relationship to the state- mandated program. All documentation in support of -the claimed ]
costs-shall be made available to the State Controller’s Office, as may be requested, and all
1e1mbursement claims are subject to audit during the per1od specified in Government-Code
section 17558.5, subdivision (a).

B. Salaries and Benefits

Employee costs should be supported by the followmg employee name, position (job title),
productive hourly rate, hours worked, salary and benefit amounts, and a description of the
tasks performed as they relate to this mandate.
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C. Service and Supplies

Identify any direct costs for materials that have been consumed or expended specifically for
this mandate, '

D. Contract Services

Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable. Provide copies of the invoices
and/or claims that were paid.

E. Training
1. Classes

Include the costs of classes designed to assist the claimant in identifying and correctly
preparing Ss tate-required documentation for specific reimbursable mandates. Such
costs include, but are not limited to, salaries and benefits, transportation, registration
fees, per diem, and related costs. 1ncurred because of this mandate

2. Commlssmn Workshops

Participation in workshops convened by -the Commiission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem.
This does not include reimbursement for participation in rulemaking proceedings.

F.‘ Indirect:Costs
1. Local Agenmes

Indxrect costs are defmed as costs which are incurred for a common or joint purpose,
benefiting more than one program and are not directly assignable to a particular
department or program without efforts disproportionate to the result achieved. Indirect
costs may include both (1) overhead costs of the unit performing the‘mandate; and (2)
the costs of central government services distributed to other departments based on a
systematlc and rational basis through a cost allocatlon plan, '

Local-agencies must claim indirect costs‘based on the following alternatives:
Compensation for indirect costs is eligible for reimbursement using the procedure *
provided in the OMB Circular A-87, Claimants have the option of using ten (10)
percent of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate
Proposal (ICRP) for the department if the indirect cost rate claimed exceeds ten (10)
percent. If more than one department claims indirect costs for the mandated program,
each department must have its own IRCP prepared in accordance with OMB Circular.
'A-87 (or subsequent replacement). ' An ICRP must be submitted w1th the clalm when
the indirect cost rate exceeds ten (10) percent.

2. School Districts

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect
cost rate provisionally approved by the California Department of Education.
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3. County Offices of Education

County offices of education must use the J-580 (or subsequent'replécement) non-
restrictive indirect cost rate provisionally approved by the California Department of
Education.

4. Community College Districts | _
Community College Districts must use one of tﬁe following three alternatives:
a. An ICRP based on OMB Circular A-21:
b. The State Controller’s FAM-29C which uses the CCFS-311; or
c. Seven percent (7%).
VII. Offsetting Savings and Other Reimbursement

Any offsetting savings the claimants-experience as a direct result of this statute must be
deducted from the costs claims. In addition, reimbursement for this'mandate received from
any source, e.g., federal, state, etc., shall be identified and deducted from this claim. '

VII. Required Certification |
The following certification must accompany the claim:
I DO HEREBY CERTIFY:

THAT sections 1090 to 1096, inclusive, of the Government Code and other applicable
provisions of the law have been complied with; and

THAT I am the person authériied by the local agency to file claims for funds with the
State of California.

SIGNATURE OF AUTHORIZED REPRESENTATIVE  DATE

TITLE o - TELEPHONE NUMBER
‘ * (Continue to Appendix A) t
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PARAMETERS AND GUIDELINES
Statutes of 1975, Chapter 486
' and |
Statutes of 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years 1995-96,
1996-97, 1997-98, 1998-99, and-1999-00, and 2000-01"'

A, Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims |
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district. :

The maximum amount of reimbursement provided for an independent contractor may be
exceeded only if the local agency or school district establishes, by appropriate
documentation, that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency
or school district. '

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,

submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the

~ preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost
estimnate is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of
[Test (1)] ten percent of the claims prepared and submitted by the independent
contractor or [Test (2)] the actual costs that necessarily would have been incurred for

! The limitation added by (1) the Budget Act of 1995, Chapter 303, Statutes of 1995, in Item 0840-001-
001, Provision 11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Chapter 162, Statutes of
1996, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act of 1997,
Chapter 282, Statutes of 1997, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, and
(4) the Budget Act of 1998, Chapter 324, Statutes of 1998, in Item 0840-001-0001, Provision 8, and Item 8885-001-
0001, Provision 1, (5) the Budget Act of 1999, Chapter 50, Statutes of 1999, in Item 0840-001-0001, Provision 8,
and in Item 8885-001-0001, Provision 1, (6) the Budget Act of 2000, Chapter 52, Statutes of 2000, in Item
0840-001-0001, Provision 8, and in Ttem 8885-001-0001, Provision 1, is shown as part A. of this Appendix.




that pirpose if performed by employees or the local school district, appropriate
documentation must be submitted to show that the preparation and submission of these
claims could not have been accomplished without the incurring of the additional costs .
claimed by the local agency or school district. Appropriate documentation includes the
record of dates and time spent by staff of the contractor for the preparation and
submission of claims on behalf of the local agency or school district, the contractor's
billed rates, and explanation on reasons for exceeding Test (1) and/or Test (2). In the
absence of appropriate documentation, reimbursement is limited to the lesser of Test (1)
and/or Test (2). No reimbursement shall be permitted for the cost of contracted services
without the submission of an estimate of actual costs by the local agency or school
district. '
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All right, may I have roll call?

MS. HIGASHI: Ms. Halsey?

MEMBER HALSEY: #&ye. MO

MS. HIGASHI: Mr. Lazar?

MEMBER LAZAR: Aye.

MS. HIGASHI: Mr. Robeck?

MEMBER ROBECK: Aye.

MS. HIGASHI: Mr. Sherwood?

MEMBER SHERWOOD: Aye.

MS. HIGASHI: Ms. Steinmeier?

MEMBER STEINMEIER: Aye.

MS. HIGASHI: Ms. Porini?

CHATR PORINI: No.

MS. HIGASHI: The motion carries.

MS. STONE: Thank you very much.

MS. HIGASHI: Could we take just about a
five-minute break? We have someone in here who can c
the microphohe system.

CHATIR PORiNI: Thank you.

(Off the reéord from 10:02 a.m. to 10:14 a.m.)

CHAIR PORINI: I'm not sure whether the
microphones are working now. I understand they're go
to send a technician down, so we'll give it a shot.
if it works, that's fine; if not, we'll just have to

on our recorder and hope that folks can speak loudly.

heck

ing
And

rely

Before we get going on this next test claim,

shall we take up the consent calendar?

MS. HIGASHI: We'll take up the consent

Vine, McKinnon & Hall (916) 371-3376
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calendar.

CHAIR PORINI: Okay.

MS. HIGASHI: The consent calendar consists of
Items 7, 8, 9, 10 as revised, Item 11, Item 13 as
revised, Item 16 and Item 17.

CHAIR PORINI: All right, any guestions or
comments from members? Anything that needs to be removed
from consent calendar?

Do I have a motion?

MEMBER LAZAR: So moved.

MEMBER STEINMEIER: Second.

CHAIR PORINI: I have a motion and a second to
adopt the.consent calendar.

All those in favor, indicate with "aye."

(A chorus of "ayes" was heard.)

CHAIR PORINI: Opposed?

Consent calendar is adopted.

MS. HIGASHI: This brings us to Item 3. This
is the test claim on Law Enforcement, Racial and Cultural
and Diversity Training. This item was first heard last
month.

Ms. Shelton will present this item.

CAMILLE SHELTON: This test claim addresses the
basic training regquirement for peace officer recruits.

As indicated by Ms. Higashi, the test claim was
originally presented to the Commission last month, and
the Commission continued the item based on the claimant's

testimony that it was limiting its test claim to regquest

Vine, McKinnon & Hall (916) 371-3376
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REPORTER'S CERTIFICATE

I hereby certify that the foregoing proceedings
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and was thereafter transcribed into typewriting by
computer.

I further certify that I am not of counsel or
attorney for any of the parties to said proceedings, nor
in any way interested in the outcome of the cause named
in said matter.

In witness whereof, I have hereunto set my hand

this 2nd day of October 2000.

Daip <,

DANIEL P. FELDHAUS
CSR #6949, RDR, CRR
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MINUTES
'COMMISSION ON STATE MANDATES

State Capitol, Room 126
Sacramento, California

September 28, 2000
9:30 A.M. - PUBLIC SESSION

Present: Chairperson Annette Porini
Representative of the Director of the Department of Finance
Member William Sherwood
Representative of the State Treasurer
Member Heather Halsey
Representative of the Director of the Office of Planning and Research
Member Bruce Robeck
Representative of the State Controller
Member Joann Steinmeier
School Board Member
Member John Lazar
City Council Member

Absent: Member Albert Beltrami
Public Member

CALL TO ORDER AND ROLL CALL

Chairperson Porini called the meeting to order at 9:34 a.m. Paula Higashi, Executive Director
to the Commission, noted that Member Beltrami was on vacation this month. She introduced
the new Commission staff: Kathy Lynch, Staff Counsel and Tom Dempsey, Office Technician,
and announced that Julie Shelton was promoted to Staff Services Analyst.

APPROVAL OF MINUTES
Item 1 August 24, 2000

With a motion by Member Sherwood and a second by Member Steinmeier, the minutes were
adopted unanimously.

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7

Ms. Higashi swore in all witnesses for the Article 7 hearing en masse.
TEST CLAIMS

Item 2 Photographic Record of Evidence - 98-TC-07
City of Los Angeles, Claimant
Penal Code Section 1417.3
Statutes of 1985, Chapter 875; Statutes of 1986, Chapter 734,
Statutes of 1990, Chapter 382
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David Scribner, Staff Counsel, presented this item. He noted that staff found that the test
claim legislation imposed a new program by requiring local law enforcement agencies to
provide a photographic record of evidence for evidence that poses a health, safety, security or
storage problem; to provide a certified chemical analysis of evidence that poses a health
hazard; and to store the evidence. Mr. Scribner added that staff disagreed with the Department
of Finance (DOF) that Government Code section 17556, subdivision (e) is applicable to this
claim because there is no evidence that the test claim legislation provided offsetting savings for
total costs.

Parties were represented as follows: Pamela Stone, Steven Johnson, and Norman Lee, with the
Los Angeles (LA) Police Department, Allan Burdick, with the California State Association of
Counties and the LA Police Department; and Cedrik Zemitis, with the Department of Finance.

Ms. Stone thanked staff and noted her agreement with the staff analysis.

Mr. Lee, Officer in Charge of the Narcotics Division Complaint Detail, Valley Filing Team,
LA Police Department, also agreed with staff’s analysis. He explained that photographic
records of evidence are necessary because defendants cannot introduce drugs into evidence at
trial because possession would constitute a violation of criminal statutes.

Mr. Johnson, Chief Forensic Chemist, Assistant Laboratory Director, LA Police Department,
testified that the test claim legislation has significantly impacted the operation of his laboratory.
He claimed that it was necessary to hire two additional staff members to handle the increased
workload due to imaging, printing, and distributing photographs of narcotics evidence.

Member Sherwood asked if there was a photographic requirement prior to the test claim
legislation. Mr. Johnson replied that there was not. He explained that, years ago, the
evidence was introduced into court and the court maintained custody of the evidence and then
destroyed it. More recently, the court released the evidence back to the police department,
which imposed additional storage and destruction requirements on the department. Currently,
an officer picks up pictures of the evidence to take to court rather than the evidence itself.

Member Sherwood asked if the department was voluntarily using photographic evidence prior
to the test claim legislation. Mr. Johnson replied that they were on a very limited basis.

Member Sherwood asked if anyone knew whether other departments in the state were using
photographic evidence. Ms. Stone said that Fresno County was not routinely using it because
of the costs imposed and because the actual evidence was considered better. Mr. Johnson
replied that Los Angeles County Sheriff’s were implementing their program at the same time
as his department was and they had not been photographing narcotics evidence prior to
implementation of this program. Mr. Burdick responded that very few law enforcement
agencies were using photographic evidence before the requirement. He urged the Commission
to adopt staff’s recommendation.

Member Robeck asked who determines what substances are hazardous. Mr. Johnson replied
that, in LA County, the police department, sheriff's department and superior court presiding
judge met and the judge issued a standing order that no narcotics or controlled substances

would be allowed. Ms. Stone said that there is a list of classifications of toxic and hazardous



chemicals published by the Environmental Protection Agency (EPA), which serves as
guidance. She added that the list would not be an exclusive list.

Member Sherwood asked how the State Controller’s Office (SCO) would know which claims
to pay if the Parameters and Guidelines did not clarify which substances were toxic. Member
Robeck agreed that clarification was necessary. He suggested that using the EPA’s list is one
method, but added that it would also be a decision by the judge as to what constituted evidence
that had to be photographed. Member Robeck explained that standing policies on narcotics or
firearms would be acceptable, but it was also important to put boundaries on what constitutes a
hazardous substance or poses a health hazard.

Ms. Stone added that the Department of Health Services also publishes a list classifying toxic
materials. Member Robeck asked for clarity on the process for making the determination.

Mr. Scribner suggested adding standing orders of the sﬁperior court and the EPA list to the
Parameters and Guidelines plus a requirement to provide supporting documentation for any
substance not included in the orders or on the list.

Mr. Zemitis disagreed with staff’s interpretation of Carmel Valley, and argued that the statute
impacts both the government and private parties, the defense and the defendant, and so no
reimbursable mandate exists. If the Commission found a mandate, Mr. Zemitis submitted that
cost savings experienced by the claimant should offset reimbursement.

Member Halsey asked who had funded the courts for storage of evidence. Ms. Stone replied
that they were funded through trial court funding, a state-funded program.

Mr. Scribner summarized that, in Carmel Valley, the court found that fire protection is
generally a governmental function provided by the state, although a small percentage of private
firefighters may exist. In this case, provision of evidence is a function of the government,
although there might be a possibility the defendant could provide this material.

Member Steinmeier agreed with Mr. Johnson that officers transport either physical or
photographic evidence and so there is no offset. Member Halsey asked if some of the costs for
equipment were one-time costs. Mr. Johnson agreed that the initial equipment investment was
a one-time cost and that ongoing costs are for labor to perform the functions of imaging or
photographing the material. Member Halsey asked if there would be a cost savings later.

Mr. Johnson replied that printers would be purchased and periodically replaced, but labor and
supply costs are ongoing.

Member Steinmeier moved staff’s recommendation. Member Lazar seconded the motion. The
motion carried 4-2, with Chairperson Porini and Member Halsey voting “No.”

[A break was taken from 10:02 a.m. to 10:14 a.m.]
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PROPOSED CONSENT CALENDAR
PROPOSED STATEMENTS OF DECISION - TEST CLAIMS

Item 7 Sexual Harassment Training in the Law Enforcement Workplace
97-TC-07
County of Los Angeles, Claimant
Penal Code Section 13519.6
Statutes of 1993, Chapter 126

Item 8 Child Abuse Treatment Services Authorization - 98-TC-06
County of Los Angeles, Claimant
Penal Code Sections 273.1, 273a, and 273d
Statutes of 1996, Chapter 1090

Item 9 Physical Education Reports - 98-TC-08
Bakersfield City School District and Sweetwater Union High School
District, Co-Claimants
Education Code Section 51223.1
Statutes of 1997, Chapter 640

Item 10  Behavioral Intervention Plans - CSM-4464
Butte County Office of Education, San Diego Unified School District, and
San Joaquin County Office of Education, Co-Claimants
Education Code Section 56523
Statutes of 1990, Chapter 959
Title 5, California Code of Regulations,
Sections 3001 and 3052

PROPOSED STATEMENT OF DECISION - INCORRECT REDUCTION CLAIM

Item 11 Graduation Requirements — CSM 4435-1-01 and 4435-1-37
San Diego Unified School District, Claimant
Education Code Section 51225.3
Statutes of 1983, Chapter 498

PROPOSED STATEMENT OF DECISION - APPEAL OF THE EXECUTIVE
DIRECTOR’S DECISION

Item 13 San Diego Unified School District’s Appeal of the Executive Director’s
Action Granting Department of Finance an Extension for Filing Comments
on Charter Schools IT - 99-TC-03, Los Angeles County Office of Education
and San Diego Unified School District, Co-Claimants, Statutes of 1998,
Chapters 34 and 673 '

ADOPTION OF PROPOSED AMENDMENTS TO PARAMETERS AND
GUIDELINES

Item 16 School Crimes Statistics and Validation Reporting
Education Code Section 14044
Penal Code Sections 628, 628.1, 628.2, and 628.6
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Statutes of 1984, Chapter 1607; Statutes of 1988, Chapter 78;

Statutes of 1989, Chapter 1457

California Department of Education’s “Standard School Crime
Reporting Forms”

Proposed Amendment to add: School Crimes Reporting II - 97-TC-03
San Diego Unified School District, Claimant

Penal Code Sections 628.2 and 628.6, as amended by Statutes of 1996,
Chapter 410; Title 5, California Code of Regulations, Sections 700-704

Item 17 Mandate Reimbursement Process - CSM-4485
Statutes of 1975, Chapter 486; Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995); Statutes of 1996,
Chapter 162 (Budget Act of 1996); Statutes of 1997, Chapter 282 (Budget
Act of 1997); Statutes of 1998, Chapter 324 (Budget Act of 1998); Statutes
of 1999, Chapter 50 (Budget Act of 1999); Statutes of 2000, Chapter 52
(Budget Act of 2000)

The proposed consent calendar, consisting of Items 7, 8, 9, 10 as revised, 11, 13 as revised,
16 and 17, was adopted unanimously upon motion by Member Lazar and second by Member
Steinmeier.

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7

TEST CLAIMS

Item 3 Law Enforcement Racial and Cultural Diversity Training
97-TC-06
County of Los Angeles, Claimant
Penal Code Section 13519.4
Statutes of 1992, Chapter 1267

Camille Shelton, Staff Counsel, presented this item. Ms. Shelton explained that, at last
month’s hearing, the claimant had limited its test claim to request reimbursement for the
activity of providing the basic training course for racial and cultural diversity to its new recruit
employees. The item was continued to this hearing. Staff still recommended the Commission
deny the test claim because the statute: 1) is not subject to Article XIII B, section 6 of the
California Constitution, 2) does not impose any mandated duties on local agencies to provide
basic training, including racial and cultural diversity training, and 3) does not require local
agencies to incur costs to send their new employees to basic training.

Parties were represented as follows: Leonard Kaye, with the County of Los Angeles; Allan
Burdick, with the California State Association of Counties; Steve Johnson, with the Los
Angeles Police Department; and Jim Foreman and Tom Lutzenberger, with the Department of
Finance.

Mr. Kaye referenced the County’s letter to the Commission after the last hearing in which he
restated his argument. He further noted Lieutenant Randy Olson’s letter, which reported that
the County’s basic training academy had 13,211 graduates since 1975. Mr. Kaye agreed that
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the requirement to complete the training course is imposed on the peace officer; however, the
requirement to provide that training is on cities, counties, and community colleges. He urged
the Commission find that basic training is a mandate imposed on “some” local agencies
because some agencies implemented a basic training academy prior to the test claim legislation
and prior to January 1, 1975.

Mr. Burdick did not agree that the finding should be for “some” local agencies because, he
submitted, only agencies with costs would submit claims.

Mr. Johnson explained that asking recruits from other states to attend a training course at a
California community college before applying with the department would be problematic, at
best. He contended that the only way the department could deal with recruits coming from
throughout the country is to provide training in-house. Further, Mr. Johnson submitted that
trying to mesh the academy’s schedule with that of a community college would be difficult.

Member Robeck asked what percentage of recruits came from out of state. Mr. Johnson and
Mr. Burdick did not know that answer. Mr. Burdick added that, in other recruitment efforts,
there is a high interest in coming to California.

Member Steinmeier commented that, unfortunately, it did not change the fact that the burden
of paying for training falls upon the recruit. She noted that it was really an issue for the
Legislature if there is a shortage of police officers and training is a problem. Member
Steinmeier contended that the Commission must look at the subject legislation.

Mr. Kaye noted that the Commission could find that the trainer’s time is reimbursable.
Member Steinmeier replied that the Commission’s abilities are narrowly focused and that she
would, reluctantly, vote for staff’s recommendation.

Mr. Foreman agreed with staff’s analysis. He added that agencies providing this training are
doing so at their discretion. Mr. Burdick replied that large agencies, such as Los Angeles
County, provide the training because it is their only alternative. He compared Los Angeles to
the Highway Patrol and the Department of Corrections. Mr. Foreman responded that those
agencies are opting to provide training and are opting to pay for it. He submitted that the local
agencies that have opted to provide training should also pay for it.

Member Robeck asked Mr. Kaye if he knew why there were 55 graduates in 1992 and no
graduates in 1993. Mr. Kaye did not know why. Member Robeck moved staff’s
recommendation. With a second by Member Sherwood, the motion carried unanimously.

Item 4 Health Benefits for Survivors of Peace Officers and Firefighters
97-TC-25
City of Palos Verdes Estates, Claimant
Labor Code Section 4856, Subdivisions (a) and (b)
Statutes of 1996, Chapter 1120; Statutes of 1997, Chapter 193

Sean Avalos, Staff Counsel, introduced this item. He outlined the two issues before the
Commission: 1) whether the requirement to provide survivor health benefits constitutes a new
program and 2) whether the requirement to collectively bargain survivor health benefits
constitutes a reimbursable mandate. To the first issue, contrary to Department of Finance’s
(DOF’s) position, staff found that the requirement to provide benefits is not a law of general



application because the benefits are limited to peace officers and firefighters killed in the line
of duty. To the second issue, the DOF maintained that the requirement to collectively bargain
is not reimbursable because the subject legislation is a law of general application that
eliminates the current exemption and that the claimant has the option to bargain. Staff
disagreed and found that the elimination of the exemption does not create a law of general
application since it is only imposed on local governments. Staff further found that local
governments are required to collectively bargain if the parties raise the issue during
negotiations. Mr. Avalos noted that staff’s finding was limited to the agreement process and
did not include reimbursement of benefits.

Parties were represented as follows: Jim Hendrickson and Pam Stone, with the City of Palos
Verdes Estates; Allan Burdick, with the City of Palos Verdes Estates and the California State
Association of Counties; and Kenneth Pogue, Attorney General, and John Hiber, with the
Department of Finance.

Ms. Stone submitted that the subject legislation applies only to local government. She agreed
with staff that local governmental entities must collectively bargain if the issue is raised and
that the process, but not the resulting cost, is reimbursable.

Mr. Hendrickson agreed with staff’s recommendation.

Member Halsey asked, with regard to collective bargaining, what activities would be
reimbursable. Ms. Stone replied that it would be the actual cost of the negotiation for the
particular issue plus the actual cost of materials and supplies.

Mr. Burdick supported staff’s recommendation.

Mr. Pogue argued that the legislation merely removed the exemption to collective bargaining,
which returned the process to the status quo. He agreed with staff that the payment of actual
benefits was not reimbursable.

Member Halsey asked staff to explain prior law and the subject legislation. Mr. Avalos
replied that the law immediately preceding the enacting statute exempted the claimant from
collective bargaining on survivor health benefits. The statute lifted that exemption, which
required the claimant to collectively bargain. Staff therefore concluded that a new program or
higher level of service exists.

Mr. Hiber agreed with Mr. Pogue’s comments.

Ms. Stone disagreed with Mr. Pogue and Mr. Hiber. She submitted that, prior to 1984, the
benefits could be bargained for; however, the ability to provide this benefit was not specifically
provided in statute. In other words, the benefit was not authorized to be given by law at that
juncture.

Mr. Hiber agreed, but contended that not all retirement benefits exist in statute at the time that
they are bargained.

Mr. Burdick argued that locals have no option but to bargain. He also noted that most of the
peace officers and firefighters affected by this legislation are covered under the 1927 Act and
not by PERS.
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Member Halsey asked for clarification. Mr. Burdick responded that, if locals were doing
something at their own option and then it was mandated, they are still eligible for
reimbursement once the activity is mandated. Ms. Higashi noted that Mr. Burdick was
referring to the provisions of Government Code section 17565.

Member Sherwood moved for approval of staff’s recommendation. With a second by Member
Lazar, the motion passed 5-1. Chairperson Porini voted “No.”

[A break was taken from 10:53 a.m. to 10:57 a.m.]

Item 5 Budget Process Financial Statements, and County Oversight - 97-TC-19
Alameda County Office of Education, Claimant
Education Code Sections 1241.5, 17150/17850, 33127, 33128, 33129,
33132, 35035, 42100, 42101, 42103, 42122, 42123, 42124, 42125,
42126, 42127, 42127.1, 42127.2, 42127.3, 42127.4, 42127.5, 42127 .6,
42127.9, 42128, 42129, 42130, 42131, 42133, 42140, 42141, 42142,
and 42637 and Government Code Section 3540.2
Statutes of 1975, Chapter 125; Statutes of 1977, Chapter 36; Statutes of
1979, Chapters 221 and 282; Statutes of 1980, Chapter 1354; Statutes of
1981, Chapters 100 and 1093; Statutes of 1984, Chapter 134; Statutes of
1985, 185 and 741; Statutes of 1986, Chapter 1150; Statutes of 1987,
Chapter 917, 1025 and 1452; Statutes of 1988, Chapters 1461 and 1462;
Statutes of 1989, Chapter 1256; Statutes of 1990, Chapter 525; Statutes
of 1991, Chapter 1213; Statutes of 1992, Chapter 323; Statutes of 1993,
Chapters 237, 923 and 924, Statutes of 1994, Chapter 650 and 1002;
Statutes of 1995, Chapter 525 and 530; Statutes of 1996, Chapters 227,
1071 and 1158
California Code of Regulations Title 5 Sections 15440-15466
California Department of Education Fiscal Management Advisories 86-
02, 86-03, 87-01, 88-01, 88-10, 92-03 and Management Advisories 92-
06, 92-07, 92-08, 93-02, 94-01, 94-02, 94-07, 95-03, 95-04, 95-07,
96-08

Pat Hart Jorgensen, Chief Legal Counsel, introduced this item. She explained that many of the
statutes alleged either recodified or reenacted provisions in existence immediately prior to the
enactment of the test claim legislation. Further, several statutes were already denied under two
previous test claims. Ms. Jorgensen noted that staff found that the basic requirements for
schools to engage in budgetary activities were contained in prior law, however, some of the
activities, as outlined in staff’s analysis, are new and impose reimbursable costs.

Parties were represented as follows: Keith Petersen, with the Alameda County Office of
Education; and Leslie Lopez, Attorney General, and Dan Troy, with the Department of
Finance.

Mr. Petersen submitted that, in staff’s analysis, staff made a blanket finding that financial
management advisories are not executive orders. He submitted that this finding contradicts
staff’s position on every other test claim in which this matter has arisen. Mr. Petersen
contended that, in those cases, staff has taken each advisory separately and determined whether



the contents contained duties imposed by the state as executive orders. In order to prevent this
finding from being on the record, citing the Commission’s regulations section 1188.3, he made
oral application for the management advisories to be withdrawn without prejudice.

Ms. Jorgensen replied that staff did address these advisories and found that Education Code
section 33308.5 provides that the guidelines are to be exemplary and not prescriptive.
Therefore, compliance with the guidelines is not mandatory.

Ms. Higashi read aloud regulation section 1188.3 and asked Mr. Petersen if he was also
including the regulations. Mr. Petersen clarified that he was only withdrawing the CDE
management advisories.

Ms. Lopez requested the Commission hear the entire claim.

Member Robeck asked if Mr. Petersen had the right to withdraw all or a portion of his test
claim. Ms. Higashi replied that he does, prior to the final decision. She added that he had
done so before in the Law Enforcement Agency Notifications test claim.

Chairperson Porini asked if dismissed portions could come back before the Commission again.
Ms. Higashi said that a new claimant could file on dismissed portions of a claim, subject to a
new filing date.

Member Steinmeier asked what the Commission had to do procedurally. Ms. Higashi
explained that staff would prepare a Statement of Decision for the dismissed portion for the
Commission to adopt. Mr. Robeck asked why the Commission would not make a motion to
sever. Ms. Higashi replied that that could have been done had the Commission acted first. At
Member Halsey’s request, Ms. Higashi read section 1188.3 aloud again. Member Halsey
asked if the dismissal was a right, or was at the discretion of the Commission. Ms. Higashi
indicated that it was the Commission’s decision. Member Steinmeier indicated her concern
about following the proper procedure.

Member Sherwood noted that this decision would not affect prior or future decisions, and
therefore asked Mr. Petersen to explain his reasoning for the request. Mr. Petersen agreed
that there is no precedent in Commission decisions. However, he wanted the Commission
findings to be consistent and did not want these findings on the record since they are contrary
to the way the Commission has approached this issue before.

Member Robeck moved that the items in question be severed from the test claim request and
be dismissed. Member Steinmeier seconded the motion. The motion passed 5-1, with
Member Halsey voting “No.”

Mr. Petersen added that, regarding the other issues, he would stand on his writings.
Ms. Lopez noted that the Department of Finance would reiterate is prior briefings and submit
the matter. Member Steinmeier noted the complexity of the analysis and thanked staff.

Member Lazar moved to accept staff’s recommendation, as amended. Member Steinmeier
seconded the motion. The motion carried 4-2, with Members Halsey and Porini voting “No.”

[tem 6 County Office Budget Process and Financial Statements - 97-TC-20
Alameda County Office of Education, Claimant
Education Code Sections 1040, 1240, 1240.2, 1620, 1621, 1622, 1623,
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1624, 1625, 1626, 1628, 1630, 14050, 33127, 33128, 33129, 33132,
42120, 42129, and 42133

Statutes of 1975, Chapter 125; Statutes of 1977, Chapter 843; Statutes
of 1979, Chapters 10 and 221; Statutes of 1983, Chapter 1276; Statutes
of 1985, Chapter 741; Statutes of 1986, Chapter 1150; Statutes of 1987,
Chapters 917 and 1452; Statutes of 1988, Chapters 1461 and 1462;
Statutes of 1989, Chapter 1256; Statutes of 1990, Chapter 1372; Statutes
of 1991, Chapter 1213; Statutes of 1992, Chapter 323; Statutes of 1993,
Chapters 923 and 924; Statutes of 1994, Chapters 650 and 1002;
Statutes of 1995, Chapter 525

California Code of Regulations Title 5 Sections 15467-15493

California Department of Education Fiscal Management Advisories 86-
02, 86-03, 87-01, 88-01, 88-10, 92-03 and Management Advisories 92-
06, 92-07, 92-08, 93-02, 94-01, 94-02, 94-07, 95-03, 95-04, 95-07,
96-08

Pat Hart Jorgensen introduced this item. She noted that it was almost identical to Item 5,
except that the item pertains to county offices of education.

Parties were represented as follows: Keith Petersen, with the Alameda County Office of

Education; and Leslie Lopez, Attorney General and Dan Troy, with the Department of Finance
(DOF). :

As in Item 5, Mr. Petersen had the same request to withdraw the management advisories of the
State Department of Education. Member Robeck moved to sever and dismiss the withdrawn
advisories. With a second by Member Steinmeier, the motion carried 5-1. Member Halsey
voted “No.”

In addition to DOF’s comments on Item 5, Ms. Lopez stated that DOF disagreed with staff’s
finding regarding encumbering contracts and other obligations and reporting the payables and
receivables (see bullets 2 and 4 on page 18 of the staff analysis). She submitted that those
activities are standard duties that have always existed within general accounting practices.
Ms. Lopez added that Mr. Jeff Brownfield of the Controller’s Office concurred with that
conclusion, and she therefore requested those two items be denied.

Ms. Jorgensen explained that, when the county office of education is found to be unable to
meet its financial obligations, it must encumber all contracts and other obligations, as well as

prepare appropriate cash flow analyses. Staff found that this goes above and beyond regular
budgeting.

Ms. Lopez replied that those activities would have to be carried out whether or not there was a
negative finding. Mr. Petersen replied that it imposed a higher level of scrutiny.

Member Halsey questioned whether recording receivables and payables was standard practice.
Discussion ensued among the members and parties as to whether this activity was standard
practice or a higher level of service. Ms. Jorgensen read aloud Education Code section 1630,
subdivision (a) (4). Member Sherwood stated that the Commission could assume the accounts
receivables and payables had been recorded, but that the county office of education was
attesting, or certifying, in this report that they had been recorded.
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Member Halsey was concerned that, if the Commission approved this, it would subvent basic
bookkeeping that should already be funded.

Member Robeck noted that the statute says, “To appropriately record all receivables and
payables,” which, he submitted, implied a task of reviewing. Member Robeck recommended
changing the language in staff’s analysis to reflect the statute.

Ms. Jorgensen suggested adding to the end of that sentence: “in compliance with the
obligations under Education Code section 1630, subdivision (a) (4).”

Mr. Petersen noted that this test claim applies to county office fiscal insolvency, which has not
happened yet, so they were all speculating what the format would look like, if it occurs.
Member Steinmeier replied that, the Commission should therefore include broad language, or
reference the law. Mr. Petersen agreed with Ms. Jorgensen’s suggestion. Member Steinmeier
moved staff’s recommendation, as amended. Mr. Robeck seconded the motion. The motion
carried 4-2, with Members Halsey and Porini voting “No.”

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Item 14 Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health
Services - 97-TC-05
County of Los Angeles, Claimant
Government Code Section 7576
Statutes of 1984, Chapter 1747, Statutes of 1985, Chapter 1274,
-Statutes of 1996, Chapter 654
California Code of Regulations, Title 2, Division 9, Chapter 1
California Department of Mental Health Information Notice No: 86-29

Ms. Higashi noted that this item had been taken off the consent calendar at the request of the
State Controller’s Office (SCO).

Parties were represented as follows: Leonard Kaye, with the County of Los Angeles; Jesse
McGuinn, with the Department of Finance (DOF); and Shawn Silva, with the SCO.

Mr. Kaye explained that the issue was regarding the sentence under the Case Management
section reading: “Including the cost of case-specific litigation over mental health treatment
and/or psychotropic administration issues.” He suggested deleting that phrase from the
Parameters and Guidelines and for the claimant to work with the SCO to come up with an
amendment at some future time to specify the particular types and conditions for
reimbursement of litigation.

Mr. Silva agreed that the proposed deletion would address the SCO’s concern that the language
was too broad and may therefore include litigation costs which may not truly be mandated by
the state and by the subject legislation.

Ms. McGuinn noted that the DOF did not have prior knowledge of this issue and so she was
not prepared to agree to any change until she had an opportunity to look at these issues.

Alternatively, Mr. Kaye recommended the adoption of the staff recommendation, as written.
Mr. Silva did not agree.
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The Chair recommended continuing the item for one month to allow the parties to discuss the
issue. Mr. Kaye requested a date certain for receipt of a detailed written analysis of a legal
basis on this issue. Ms. Higashi offered to meet with the parties after the hearing to set that
date.

ADOPTION OF PROPOSED AMENDMENTS TO PARAMETERS AND
GUIDELINES

Item 15 School Bus Safety I and II - 99-PGA-02 (97-TC-22)
Clovis Unified School District, Requester
Education Code Sections 39831.3, 38048, 39831.5 and
Vehicle Code Section 22112
Statutes of 1992, Chapter 624; Statutes of 1994, Chapter 831;
Statutes of 1996, Chapter 277; Statutes of 1997, Chapter 739

Camille Shelton, Staff Counsel, presented this item. She noted that the claimant requested that
the reimbursement period in the Parameters and Guidelines be changed to allow reimbursement
for start-up costs incurred by school districts from the enactment date of the statute, October 7,
1997, rather than from the effective and operative date of the statute, January 1, 1998.

Ms. Shelton noted that staff recommended denial of this request. She contended that the
California Constitution and the courts have explained that a statute has no force or effect for
any reason until the effective and operative date. Ms. Shelton added that the parties do not
dispute that the effective and operative date is January 1, 1998. Moreover, there is no
indication that the Legislature intended compliance before that date.

Parties were represented as follows: Bill McGuire, with Clovis Unified School District; Jim
Cunningham, Interested Party, with San Diego Unified School District; Matt Aguilera, with
Department of Finance; and Allan Burdick, with the California State Association of Counties.

Mr. McGuire agreed that staff’s report was based on the Constitution and statutes, but wanted
to talk about reasonableness and intent. He argued that, with this law, the Legislature intended
districts to ensure student safety on January 1, 1998. Mr. McGuire submitted that the
California Highway Patrol (CHP) informed his district that enforcement of the law would
begin on January 2, 1998, the first day back from winter break. He noted the problems that
would occur if another child was killed on January 2 and the district was not yet in
compliance. He asked the Commission to approve the request and not to penalize districts that
attempted to be in compliance by the operative date.

Mr. Cunningham argued that the Commission, when it decided against reimbursement for
start-up costs, was concerned that Government Code section 17565 precluded them from
finding reimbursable costs. He submitted that today staff agreed section 17565 was not their
basis for denying costs. Mr. Cunningham contended that the California Constitution requires
the state to reimburse school districts for the costs of a new program and does not speak to
when these costs were incurred. He disagreed that the Constitutional provision cited in staff’s
current analysis related to mandates and argued that the Commission’s regulations should
provide for the most reasonable means of complying with a statute.
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Mr. Aguilera concurred with staff’s recommendation because the Education Code did not
require local agencies to begin activities prior to the statute’s operative date.

Member Lazar asked if it would resolve this “gap period” if the Commission assented to the
claimant’s request.

Pat Hart Jorgensen, Chief Legal Counsel, replied that claimants are not typically required to
follow a new statute until the operative date and that there is no authority for the Commission
to grant start-up costs. She noted that some statutes authorize immediate enactment and that
this statute did not include such an urgency clause. Ms. Jorgensen added that staff was not
agreeing or disagreeing with whether the districts should have prepared before the operative
date, rather, staff was arguing that nothing in mandates law allows for reimbursement for those
Costs.

Mr. Cunningham noted that there is nothing in law that precludes the Commission from
approving those costs. Member Sherwood asked Ms. Shelton to comment on that statement.
Ms. Shelton replied that the Commission is required to follow the California Constitution and
that the court’s interpretation of Article IV, section 8, have all held that statutes have no force
or effect, for any reason, until the operative or effective date.

Mr. Burdick contended that claimants had asked for a provision in the Commission’s
regulations when they were adopted that would allow the Commission discretion over issues in
the nature of interpretation. He added that this is a “quasi” judicial process. Mr. Burdick
argued that, in the Filipino Employee Surveys claim and possibly one more case, the
Commission (or Board of Control) found that local agencies needed to proceed immediately if
they were to be in compliance by January 1 and were therefore reimbursed for start-up costs
incurred after the enactment date.

Ms. Shelton said she believed Mr. Burdick was referring to regulation section 1183.1, which
authorizes discretion only concerning reimbursable activities and not the reimbursable period.

The Chair noted Member Steinmeier’s statement in the transcript on the Parameters and
Guidelines hearing about needing clarification in the Legislature. Member Steinmeier agreed
and added that the law should have had an urgency clause, but did not. She asked Mr.
McGuire if the CHP put its warning in writing. He did not have that in his records. Member
Steinmeier sympathized with the claimant’s position, but could not find anything from the
Legislature or in the Constitution to justify approving the request.

Mr. Burdick argued that the intent of section 1183.1 was to give the Commission discretion to
make reasonable decisions. He noted that the section does not include or preclude
reimbursable periods. Member Sherwood replied that the members all have some discretion,
but, in his experience, the Commission has denied reimbursement of such costs in the past. He
recognized that the members today could vote otherwise, but personally could not find a legal
way to do so under the current situation. Member Sherwood agreed with Ms. Shelton.

Member Robeck moved for approval of staff’s recommendation. With a second by Member
Lazar, the motion passed unanimously.

13
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ADOPTION OF REGULATIONS PURSUANT TO GOVERNMENT CODE
SECTION 17527, SUBDIVISION (g).

Item 18 Adoption of Proposed Amendments to California Code of Regulations,

' Title 2, Chapter 2.5 Adding Section 1183.09, As Modified on August
24, 2000, After Close of Public Comment Period - Dismissal of
Actions Postponed or Placed on Inactive Status

Pat Hart Jorgensen, Chief Legal Counsel, presented this item. She noted that, in February
2000, the Commission initiated a rulemaking proposal to establish procedures for dismissal of
a pending action, postponed or placed on inactive status at the request of a party or claimant
which is not reactivated within one year from the date of the postponement or placement on
inactive status.

Ms. Jorgensen explained that, on June 29, 2000, the Commission conducted a public hearing
on rulemaking proposal, which coincided with the expiration of the 45-day public comment
period. Based on the comments received during the public comment period, staff amended the
proposed recommendation to:

o Extend the time for notice of a dismissal of the test claim from 60 days to 150 days;

e Provide that, in the case of a dismissal of a test claim, notice shall be made to all potential
claimants;

e Clarify that another local agency or school district may substitute in a s a test claimant;
s Provide that notice of all dismissals shall be posted electronically; and

e Provide that postponements made by the Commission or other state agency, and
postponements made pending the outcome of a similar test claim issue, either before the
Commission or the courts, shall not be included in determining whether a test claim has
been postponed or placed on inactive status for more than one year.

Ms. Jorgensen added that, at the August 24, 2000, hearing, the Commission further modified
text. On August 25, 2000, the proposed regulations, as modified, were mailed to all
commentators and interested parties. The 15-day public comment period closed on
September 11, 2000, and no comments were received during this period.

Accordingly, staff recommended the Commission adopt the proposed regulatory text. Member
Steinmeier moved for adoption of the regulations, as recommended by staff. With a second by
Member Robeck, the motion passed unanimously. '

Item 19 Approval of Modifications After Close of Public Comment Period:
Proposed Amendments to California Code of Regulations, Title 2,
Chapter 2.5, Amending Sections 1181.1, 1183, 1183.05, 1183.12,
1185, 1185.01, 1185.02, 1185.2, 1188.4 of Chapter 2.5 of Division 2,
Title 2 of the California Code of Regulations - (4B 1679)

David Scribner, Staff Counsel, introduced this item. He noted that, in February 2000, the
Commission initiated a rulemaking proposal to amend several sections of its regulations. The
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- proposed action was necessary to interpret, implement, and make specific Statutes of 1999,
Chapter 643, also known as AB 1679.

Mr. Scribner explained that, on July 27, 2000, the Commission conducted a public hearing on
the rulemaking proposal, which coincided with the expiration of the 45-day public comment
period. Staff agreed with some of the suggestions that were provided, as reflected in the
proposed modified text presented to the Commission at last month’s hearing. At this hearing,
the Commission approved staff’s proposed modifications, and the modified text went out for an
additional 15-day public comment period, which closed on September 11, 2000.

Mr. Scribner stated that the Commission received comments from Girard & Vinson and the
State Controller’s Office. The comments received from Girard & Vinson raised questions
concerning the Commission’s process for accepting multiple test claims based on the same
statute. Based on these comments, staff reviewed the proposed modification of section 1183
related to test claim filings, as well as other sections included in the rulemaking package.

Mr. Scribner noted that staff proposed removal of the majority of the regulation sections from
this rulemaking package to ensure that all sections that may be affected by the amendments to
the Government Code by AB 1679 are adequately addressed. He added that staff would
identify those sections that require modification and would submit to the Commission a request
‘for a new order to initiate rulemaking to address these issues.

Mr. Scribner explained that staff retained the proposed modification of section 1188.4, relating
to the Commission’s reconsideration of prior final decisions, to ensure that the Commission
has adequate time to consider future requests for reconsideration. Staff modified this section to
provide that a request for reconsideration would be deemed automatically stayed for 30 days,
thereby giving the Commission 60 days to take action on the request. He recommended that
the Commission approve staff’s proposed regulatory text, section 1188.4, as modified after the
close of the public comment period, and authorize staff to make any technical, nonsubstantive
edits to the proposed text resulting from the Commission’s actions. Mr. Scribner added that, if
the Commission approved staff’s proposed modifications, the modified text of section 1188.4
would be released for an additional 15-day public comment period. Thereafter staff would
prepare the final proposed text of section 1188.4 and present this text to the Commission in
October for adoption.

Member Sherwood moved for approval of staff’s recommendation. With a second by Member
Halsey, the motion passed unanimously.

EXECUTIVE DIRECTOR’S REPORT
Paula Higashi reported the following:
e Workload. The workload report is included in the binders.

o Incorrect Reduction Claims. The Handicapped and Disabled Students IRC, the first to
utilize a Commission Member (Beltrami) as a facilitator, is settled. The claimants and
State Controller’s Office reached settlement on the Removal of Chemicals IRCs, which
have consequently been withdrawn.

e October Agenda. Ms. Higashi outlined the tentative agenda for October. She noted that
the Animal Adoptions test claim would be on that agenda and is expected to be
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controversial. Staff will try to organize the hearing to ensure the testimony is orderly and
that time limits are established.

Chairperson Porini complimented staff for working through the backlog.

PUBLIC COMMENT

Keith Petersen, representing Alameda County and in his capacity as Special Counsel to the
Education Mandated Cost Network, came forward for public comment. He noted that, at the
July hearing, the Commission adopted a decision that denied reimbursement for the Gann Limit
Calculation test claim. According to regulations, Mr. Petersen filed a request for
reconsideration on August 9, 2000. On August 30, 2000, he received a letter from
Commission staff indicating that the 30-day period for which the Commission had time to act
had passed. He added that no action had been taken, therefore, there was no jurisdiction
remaining over the request for reconsideration. Mr. Petersen was asking today for an
explanation of what happened during that period so this would not happen again.

Pat Hart Jorgensen, Chief Legal Counsel, replied that the rulemaking package presented today
was in response to that situation. Under AB 1639, the provisions for consideration were
changed. It provided that a request for reconsideration shall be submitted with the
Commission within 30 days after the decision has been rendered. Within that code section, it
provides that, if during that time period the Commission grants an extension of time, it can be
extended up to 60 days. The legislation also provides that, if there is no action taken within
that period, the petition and the request for reconsideration shall be considered denied.

Ms. Jorgensen noted that Commission staff was not prepared for this situation and apologized
for what had happened. She explained that staff was prepared to answer the letter and noticed
that the day had passed. Staff wanted to go forward with the proposed amendment to the
regulations and requested permission to deem a request for reconsideration stayed until 60 days
in order to give the opportunity to put it on the agenda. Ms. Jorgensen added that staff was
also internally changing its mail-receipt process in response to the situation.

Chairperson Porini asked Mr. Petersen about today’s proposed regulation change. He replied
that he did not have a comment on that change, which is merely incidental to the issue today,
which was that the claimant requested a reconsideration. To his understanding, no action was
taken where action was required within 30 days. He added that, apologies notwithstanding,
outside of government, that is generally considered malpractice and he would have a civil
remedy, which he does not have in this case. He did not know if the Commission could fix
this matter, but he noted that he had been in communication with staff via e-mail and phone at
least three times during that period, so they had known the issue was before them.

Member Steinmeier acknowledged that staff did not deliberately fail to take action in order to
let the matter die and that Mr. Petersen had done everything he was supposed to do. She
moved to put the mater on the October agenda to discuss the request for reconsideration in
greater detail, since it was not noticed for discussion today. Ms. Higashi noted that a motion
was not necessary. Member Robeck asked if Member Steinmeier intended for the Commission
to discuss the merits of the case. She replied that she did not, rather, she intended for the
Commission to discuss the request at this time.
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Member Robeck asked staff to brief the Commission on their options as part of that process.

Allan Burdick also came forward for public comment. He requested that the Commission get
involved in the legislative process and offer suggestions on how to improve the Commission’s
process. Member Robeck replied that this item was a public session item and not an executive
session item. He noted that there were two issues involved: 1) could the Commissioners
together support any piece of legislation with reference to their respective bosses, and 2) what
would they do in terms of staffing that kind of issue and would it be inappropriate or an
inordinate burden on existing staff resources to make manifest any support or opposition the
Commission expressed. Member Robeck suggested the item be put on the agenda for next
month.

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTIONS
11126 and 17526.

PENDING LITIGATION

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

1. County of San Bernardino v. State of California, et al., Case Number
SCV52190, in the Superior Court of the State of California, County of Los
Angeles.

2. County of Sonoma v. Commission on State Mandates, et al., Case Number
A089524, in the Appellate Court of California, First Appellate District,
Division 1.

3. San Diego Unified School District v. Commission on State Mandates, et al.,
Case Number GIC 737638, in the Superior Court of the State of California,
County of San Diego.

4. Long Beach Unified School District v. Commission on State Mandates, Case
Number BS061159, in the Superior Court of the State of California, County of
Los Angeles.

5. San Diego Unified School District and San Juan Unified School District v.
Commission on State Mandates, et al, Case Number 00CS00810, in the
Superior Court of the State of California, County of Sacramento.

6. State of California, Department of Finance v. Commission on State Mandates,
Kern Union High School District; San Diego Unified School District, County of
Santa Clara, Case Number 00CS00866, in the Superior Court of the State of
California, County of Sacramento.

7. City of El Monte et al. v. Commission on State Mandates, Petition for Review
pending in the Supreme Court [Case Number 3 Civil C025631, in the Appellate
Court of California, Third Appellate District and Sacramento County No.
95CS02704].
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8. City of San Diego v. Commission on State Mandates, et al. Case Number GIC
751187, in the Superior Court of the State of California, County of San Diego.

9. County of Los Angeles v. Commission on State Mandates, et al. Case Number
BS064497, in the Superior Court of the State of California, County of Los
Angeles.

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2):

o Based on existing facts and circumstances, there is a specific matter which presents a
significant exposure to litigation against the Commission on State Mandates, its members
and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(i).).

PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a) and 17526.

Discussion and action, if appropriate, on report from Personnel Sub-
Committee.

Hearing no further comments, the Chair adjourned into closed executive session at 12:23 p.m.
pursuant to Government Code section 11126, subdivision (e), to confer with and receive advice
from Legal Counsel for consideration and action, as necessary and appropriate, upon the
pending litigation listed on the published notice and agenda; and Government Code section
11126, subdivision (a), and section 17527, to confer on personnel matters listed on the
published notice and agenda.

REPORT FROM CLOSED EXECUTIVE SESSION

Chairperson Porini reported that the Commission met in closed executive session pursuant to
Government Code section 11126, subdivision (e), to confer with and receive advice from Legal
Counsel for consideration and action, as necessary and appropriate, upon pending litigation
listed on the published notice and agenda; and Government Code section 11126,

subdivision (a), and section 17527, to confer on personnel matters listed on the published
notice and agenda.

ADJOURNMENT

Hearing no further business, the Chair adjourned the meeting at 1:08 p.m.

/fO W/z,f

PAULA HIGAS
Executive Director

f:/meetings/minutes/2000/092800
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STATE OF CALIFORNIA GRAY DAVIS, Governor

COMMISSION ON STATE MANDATES
960 NINTH STREET, SUITE 300
~ 4CRAMENTO, CA 95614
ONE: (816) 323-3582
t-AX: (916) 445-0278
E-mail: csminfo@csm.ca.gov .

October 2, 2000

Mr. Paige Vorhies, Chief
Bureau of Payments

State Controller’s Office
3301 C Street, Suite 500
Sacramento, California 95 8 16

And Interested Parties and Affected State Agencies
Re: ~ Adoption of Amendment to Parameters and Guidelines

Mandate Reimbursement Process
CSM-4485

Dear Mr. Vorhies:

On September 28, 2000, the Commission on State Mandates adopted the amended Parameters
and Guidelines for this test claim.

A copy of the final Parameters and Guidelines, as amended, is enclosed. If you have any
questions please contact Piper Rodrian at (916) 323-5869.

Sincerely,
PAULA HIGASHI
Executive Director

Enclosure

f:\mandates\csm4000\4485\2000\pgaadopttr
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BEFORE THE :
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS
AND GUIDELINES ON:

Statutes of 1975, Chapter 486; Statutes of
1984, Chapter 1459; Statutes of 1995, Chapter
303 (Budget Act of 1995); Statutes of 1996,
Chapter 162 (Budget Act of 1996); Statutes of
1997, Chapter 282 (Budget Act of 1997);
Statutes of 1998, Chapter 324 (Budget Act of
1998); Statutes of 1999, Chapter 50 (Budget
Act of 1999), Statutes of 2000, Chapter 52
(Budget Act of 2000).

NO. CSM-4485-00
Mandate Reimbursement Process

ADOPTION OF AMENDMENT TO
PARAMETERS AND GUIDELINES
PURSUANT TO GOVERNMENT CODE
SECTION 17557 AND TITLE 2,
CALIFORNIA CODE OF REGULATIONS,
SECTIONS 1183.2 AND 1185.3.

(Adopted on September 28, 2000)

PARAMETERS AND GUIDELINES AMENDMENT

On September 28, 2000, the Commission on State Mandates adopted the attached Amended
Parameters and .Guidelines. This decision shall become effective on October 2, 2000.

e Aogot

PAULA HIGASHI, Exegtive Director
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Adopted: September 28, 2000

File: CSM-4485-00 (7% Amendment)

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1993
Third Amendment Adopted: Januvary 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 20, 1998 ‘
Sixth Amendment Adopted: September 30, 1999
f:\mandates\csm4000\4485\pga052800
Document Date: July 21, 2000

PROPOSED AMENDMENTS TO
PARAMETERS AND GUIDELINES

Statutes of 1975, Chapter 486

Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
Statutes of 2000, Chapter 52 (Budget Act of 2000)

Mandate Reimbursement Process

[For fiscal years 1995-96, 1996-97, 1997-98, 1998-99, 1999-00, and 2000-01 only, these
parameters and guidelines are amended, pursuant to the requirements of (1) provision 11 of
Item 0840-001-001 and provision 1 of Item 8885-001-001 of the Budget Act of 1995,

(2) provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget
Act of 1996, (3) provision 9 of Ttem 0840-001-0001 and provision 1 of Item 8885-001-0001
of the Budget Act of 1997, (4) provision 8 of Item 0840-001-0001 and provision 1 of

Ttem 8885-001-0001 of the Budget Act of 1998, (5) provision 8 of Item 0840-001-0001 and
provision 1 of Item 8885-001-0001 of the Budget Act of 1999, (6) provision 8 of

Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget Act of 2000 to
include Appendix A.]

I. Summary of Mandate

Chapter 486, Statutes of 1975, established the Board of Control’s authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the
state. In addition, Chapter 486/75 contains provisions authorizing the State Controller’s

Office to receive, review, and pay reimbursement claims for mandated costs submitted by
local governments.

Chapter 1459, Statutes of 1984, created the Comrnission on State Mandates, which replaced
the Board of Control with respect to hearing mandate cost claims. This law established the

“sole and exclusive procedure” by which a local agency or school district is allowed to claim
reimbursement as required by Section 6 of Article XIIT B of the California Constitution for

state mandates under the Government Code, see section 17552.



Together these laws establish the process by which local agencies receive reimbursement for

v 3 e-mandated programs. As such, they prescribe the procedures that must be followed before
mandated osts are recognized. They also dictate reimbursement activities by requiring local
agencies a nd sche o] districts to file claims aceording to instructions issued by the Controller.

IT. Commission on State Mandates Decision

On March 27, 1986, the Commission on State Mandates determined that local agencies and
school districts incurred “costs mandated by the state” as a result of Chapter 486, Statutes of
1975, and Chapter 1459, Statutes of 1984. Specifically, the commission found that these two
s tutes imposed a new program by requiring local governments to file claims in order to
zstablish the existence of a mandated program as well as to obtain reimbursement for the costs
of mandated programs,

{1l Elig_ible Claimants

All lccal agencies and school districts incurring increased costs as a result of this mandate are
eligible to cla m reimbursement of those costs.

IV. Period of Claim

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
lain 1ed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by January
15 of the fiscal year in which.costs are to be incurred, and, by January 15 following
that fiscal year shall file an annual reimbursement claim that details the costs actually
incurred for that fiscal year; or it may comply with the provisions of subdivision (b).

jb) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (¢) of Section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed,

¥, Reimbursable Costs
A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incit  state-mandated costs. The purpose of this test claim is to establish that local
governments (counties, cities, school districts, special districts, etc.) cannot be made
financially whole unless all state- mandated costs -- both direct and indirect -- are
reimbursed.  Since local costs would not have been incurred for test claims and
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reimbursement claims but for the implementation of state-imposed mandates, all resulting
costs are recoverable.

B. Reimbursable Activities -- Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test
claims, developing parameters and guidelines, collecting cost data, and helping with the
drafting of required claiming instructions. The costs of all successful test claims are
reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

C. Reimbursable Activities - Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local
agencies and school districts. Allowable costs include, but are not limited to, the
following: salaries and benefits, service and supplies, contracted services, training, and
indirect costs. ‘ :

Incorrect Reduction Claims are considered to be an element of the reimbursement process.

‘Reimbursable activities for successful incorrect reduction claims include the appearance -of

necessary representatives before the Commission on State Mandates to present the claim, -
in addition to the reimbursable activities set forth above for successful reimbursement
claims.

Claim Preparation
A. Supporting Data

For audit purposes, all costs claimed shall be traceable to source documents (e.g.,
employee time records, invoices, receipts, purchase orders, contracts, worksheets,
calendars, declarations, etc.) that show evidence of the validity of such costs and their
relationship to the state- mandated program. All documentation in support of the claimed
costs shall be made available to the State Controller’s Office, as may be requested, and all
reimbursement claims are subject to audit during the period specified in Government Code
section 17558.5, subdivision (a).

B. Salaries and Benefits

Employee costs should be supported by the following: employee name, position (job title),
productive hourly rate, hours worked, salary and benefit amounts, and a description of the
tasks performed as they relate to this mandate.



C. Service and Supplies

Identify any direct costs for materials that have been consumed or expended specifically for
this man-14te.

D). Contract Sei vices

Costs incurred for contract services and/or legal counsel that assist in the preparation,
submisyion a&/or presentation of claims are recoverable. Provide copies of the invoices
and/or claims that were paid.

E. Trai ning
| Classes

Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fees,
per diem, and related costs incurred because of this mandate.

2. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem.
This does not include reimbursement for participation in rulemaking proceedings.

F. Indirect Costs
1. Local Agencies

Indirect costs are defined as costs which are incurred for a common or joint purpose,
benefiting more than one program and are not directly assignable to a particular
department or program without efforts disproportionate to the result achieved. Indirect
costs may include both (1) overhead costs of the unit performing the mandate; and (2)
the costs of central government services distributed to other departments based on a
systematic and rational basis through a cost allocation plan.

Local agencies must claim indirect costs based on the following alternatives:
Compensation for indirect costs is eligible for reimbursement using the procedure
provided in the OMB Circular A-87. Claimants have the option of using ten (10)
percent of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate
Proposal (ICRP) for the department if the indirect cost rate claimed exceeds ten (10)
percent. If more than one department claims-indirect costs for the mandated program,
each department must have its own IRCP prepared in accordance with OMB Circular
1.-87 (or subsequent replacement). An ICRP must be submitted with the claim when
the indirect cost rate exceeds ten (10) percent.

2. School Districts

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect
cost rate provisionally approved by the California Department of Education.
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3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-
restrictive indirect cost rate provisionally approved by the California Department of
Education.

4. Community College Districts
Community College Districts must use one of the following three alternatives:
a. An ICRP based on OMB Circular A-21 ;
b. The State Controller’s FAM-29C which uses the CCFS-3 11; or
c. Seven percent (7 %).
VII. Offsetting Savings - and Other Reimbursement

Any offsetting savings the claimants experience as a direct result of this statute must be
deducted from the costs claims. In addition, reimbursement for this mandate received from
any source, e.g., federal, state, etc., shall be identified and deducted from this claim.

VIII. Required Certification
The following certification must accompany the claim:
I DO HEREBY CERTIFY:

THAT sections 1090 to 1096, inclusive, of the -Government Code and other applicable
provisions of the law have been complied with; and

THAT I am the person authorized by the local agency to file claims for funds with the
State of California.

SIGNATURE OF AUTHORIZED REPRESENTATIVE DATE

TITLE TELEPHONE NUMBER
(Continue to Appendix A) '
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PARAMETERS AND GUIDELINES
Statutes of 1975, Chapter 486

and
Statutes of 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years 1995-96,
1996-97, 1997-98, 199899, 1999-00, and 2000-01°

A, If a local agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district,

The maximum amount of reimbursement provided for an independent contractor may be
exceeded only if the local agency or school district establishes, by appropriate
documentation, that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost
estimate is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of
[Test (1)] ten percent of the claims prepared and submitted by the independent
contractor or [Test (2)] the actual costs that necessarily would have been incurred for

! The limitation added by (1) the Budget Act of 1995, Chapter 303, Statutes of 1995, in Item 0840-001-
001, Provision 11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Chapter 162, Statutes of
1996, in Item 0840-001-0001, Provision 9, and in Ttem 8885-001-0001, Provision 1, (3) the Budget Act of 1997,
Chapter 282, Statutes of 1997, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, and
(4) the Budget Act of 1998, Chapter 324, Statutes of 1998, in Item 0840-001-0001, Provision 8, and Item 8885-001-
0001, Provision 1, (5) the Budget Act of 1999, Chapter 50, Statutes of 1999, in Item 0840-001-0001, Provision 8,
and in Item B8885-001-0001, Provision 1, (6) the Budget Act of 2000, Chapter 52, Statutes of 2000, in Item
0840-00 1-000 1, Provision 8, and in Item 88X5-00 I-000 1, Provision 1, is shown as part A. of this Appendix.

b
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that purpose if performed by employees or the local school district, appropriate
documentation must be- submitted to show that the preparation and submission of these
claims could not have been accomplished without the incurring of the additional costs
claimed by the local agency or school district. Appropriate documentation includes the
record of dates and time spent by staff of the contractor for the preparation and
submission of claims on behalf of the local agency or school district, the contractor’s
billed rates, and -explanation on reasons for exceeding Test (1) and/or Test (2). In the
absence of appropriate documentation, reimbursement is limited to the lesser of Test (1)
and/or Test (2). No reimbursement shall be permitted for the cost of contracted services -
without the submission of an estimate of actual costs by the local agency or school
district.



DECLARATION OF SERVICE BY MAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a
party to the within action. My place of employment is 980 Ninth Street, Suite 350,
Sacramento, Califorma 95 8 14,

October 2, 2000, 1 served the:

Adoption of Amendment to Parameters and Guldehnes
Mandate Reimbursement Process
CSM-4485

by placing a true copy thereof in an envelope addreséed to:

Mr. Paige Vorhies, Chief
Bureau of Payments

State Controller’s Office
3301 C Street, Suite 500
Sacramento, California 9.58 16

State Agencies and Interestéd Parties (See attached mailing list);

and by sealing and depositing said envelope in the United States mail at Sacramento,
California, with postage thereon fully paid. '

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct, and that this declaration was executed on

October 2, 2000, at Sacramento, California.
/ @M&\ ,,-"""’//
Thomas I}Aﬁpsey/ /
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Commission-on State Mandates

List Date:  07/28/2000 . Mailing Information

Mailing List
Clalm Number 4485 Claimant Mandate Reimbursement Process « P&G's
Subject’ Chapters 486175; 1459184; 303195; 162196; 282197, 324198
Issue , ‘Mandate Reimbursement Process

Dr. Carol Berg, Ph. I,
Education Mandated Cost Network

1121 L Stréet Suite 1060 ‘ Tel: (916)446-7517
Secramento CA 95814 FAX: (9 16) 446-2011

Mr. Allen Burdick,

DMG-MAXIMUS
4320 Auburn Blvd, = Suite 2000 Tel: (916) 485-8102
Sacramento CA 95841 FAX: (516) 485-0111

Mr. Peter Carton,
Schools Legel Service

P 0 Box 2445 ' : Tal: (805) 636-4830
Bakersfield CA 93303-2445 : FAX: (805) 636-4843

Ms. Annette Chinn,
Cost Recovery Systems

17.50 Creekside Ogks Drive, Suite 290 Tel: (916) 939-7901
Sacramento CA 95833-3640 . < FAX: (916) 939-7801

Mr. Jack Clarke, Jr.,
Best, Best & Krieger

1750 University Avemuie PO Box 1028 Tel: (909) 686-1450
Riverside CA 92502-1028 . FAX: (909) 686-3083
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Claim Number 4485 Claimant Mandate Reimbursement Process « P&G’s
Subject Chapters 486/75; 1459184; 303/95; 162196; 282197; 324198
Issue Mandate Reinibursement Process

Mr. Jim Cunningham, Leg. Mandate Spcist.
San Diego City Schools

4100 Normal Street Room 3159
San Diego CA 92103-2682

Tel: (619)725-7565
FAX: (619) 725-7580

Mr. Paul Dauer,
Dauer & Thompson

455 American River Dirve Suite C
Sacramento CA 93864

Tel: (916) 974-3400
FAX (916) 974-3405

Mr. William A. Doyle, Mandated Cost Administrator
San Jose Unified School District

1 153 El Prado Drive
San Jose CA 95120

Tel: (408)597-2500
FAX: (408)997-3171

County of San Bemadino

Office of the Auditor/Controller
222 W. Hospitality Lane, 4th Floor
San Bemardino CA 924 15-00 18

Ms. Marcia C. Faulkner, Manager, Reimbursable Projects

Tel: (909) 386-8850
FAX (909) 386-8830

Mr. Leslie Hobson, Senior Administrative Analyst
County of Placer

175 Fulweiler Ave,
Auburn CA 95603

Tel: (530) 889-4026
FAX: (530) B89-4023

Mr. Leonard Kaye, Esq,

County of Los Angeles
Auditor-Controller’s  Office

500 W. Temple Street, Room 603
Los Angeles CA 90012

Tel: (213)974-8564
FAX: (213) 617-8106
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Mr. Steve Keil,
Califomia State Association of Counties

1100 K Street Suite 10l Tel:  (916) 327-7523
Sacramento CA 95814-3941 FAX: (916) 441-5507
Mr. James Lombard (A-15), Principal Analyst

Department of Finance

9 15 L Street Tel: (316} d445-8913
Sacramento CA 958 14 FAX (916)327-0225

Ms, Diana K. McDonough,
Lozano, Smith, Smith, Woliver & Behrens

1010 B Street  Suite 200 Tel: (415)459-3008
San Rafael CA 94901 FAX: (4 15)456-3826
1

Mr. Paul Minney,
Girard & Vinson

1676 N. California Blvd. Suite 450 Tel: (925) 746-7660
Walnut Creek CA 94596 - FAX: (925)935-7955

L

Mr. Joseph D. Mullender, I,
Attorney at Law

89 Rivo Alio Canal Tel: (562)439-6376
Long Beach CA 90803 FAX: (626) 962-7 102

Mr. Andy Nichols,
Vavrinek Trine Day & Co., LLP

12150 Tributary Point Drive, Suite 150 Tel: (916) 351-1050
Gold River CA 95670 Fax: (916) 351-1020




Glaim Number ‘ 4485 . Claimant Mandate Reimbursement Process - P&G’s
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Isg Mandate Reimbursement Process

Ms, M wng (fMalley Principal Fiscal & Policy Analyst (B-29)
Legisi, i1\ ¢ Analysts' Office

925 L Str=zt Suite 1000 Tel: (916) 445-6442
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Mr. Keith B. Petersen, President

Sixten & Associaics

52521 ¢ 3 Avenue Suite SO7 ' Tel:  (61%) 514-8605
San Direr JA 921 17 FdX: (619)514-8645

Mr, Willizm D. Raoss.

Law Offic af'% 'tlli: m D. Ross

A Professional .

520 Soutl Grand av.  Suite 300 Tel: (213)892-1592
Los Angel:s CA 2071-2610 FAX: (213) 892-1519

Ms. Nancy Shaffer, CTA Representative
California Teachers Assoc.

191 Deerglen Circle Tel: (707)446-6303
Vacaville CA 95687-7414 FA4X (650)552-5007

Mr. Mark Sigman, Accountant 11
Riverside Co. Sheriffs Office

4095 Lemon Street P 0 Box 512 Tel: (509)955-2709
Riverside Ca 92502 FAX: (509) 955-2428

Interested Person

Mr. Steve Smith. Ci 0 (Interested Person)
Mandated Cost Sysiems

2275 Watt Avenue Suite C Tel: (916)487-4435
Sacramento CA 95825 F A4 X (916)487-9662
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\S5U8 Mandate Reimbursement Process
, Jim Spano, _—-

State Controller’s Office
Division of Audits (B-8)

300 Capitol Mali, Suite5 18 P.O. Box 942850 Tel:  (916) 323-5849
Sacramento CA 958 14 FAX: (9 16)324-7223 L
Mr. Paige Vorhies (B-R), Bureau Chief

State Controller's Office

Division of Accounting & Reporting

3301 C Street  Suite 500 Tel: (916) 445-8756
Sacramento CA 95816 FAX: (916) 3234807

Mr. James Webb, SB 90 Coordinator

County of Santa Clara

Controller » Treasurer Department

70 West Hedding Street East Wing 2nd Floor Tel:  (408) 299-254 |
San Jose CA95110 FAX: (408) 289-8629

L PR SN o

M. David Wellhouse,
Wellhouse & Associates

9175 Kiefer Blvd  Suite 121 Tel: (916) 368-9244
Sacramento CA 95826 FAX: (916) 368-3723
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COMMISSION ON STATE MANDATES
NOTICE AND AGENDA '
State Capitol, Room 126
Sacramento, California

October 25, 2001

9:30 A.M. - PUBLIC SESSION

L. CALL TO ORDER AND ROLL CALL
II. APPROVAL OF MINUTES
Item 1 October 18, 2001

III.-  PROPOSED CONSENT CALENDAR (action)

Note: If there are no objections to any of the following action items, the Executive
Director will include it on the Proposed Consent Calendar that will be presented at the
hearing. The Commission will determine which items will remain on the Consent
Calendar.

" IV. HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

Note: Witnesses will be sworn in en masse before consideration of Iltems 2-6.
A. TEST CLAIMS

Ttem 2 Annual Parent Notification 1998 and 1999 Statutes, 99-TC-09; 00-TC-12
Education Code Sections 48980 and 49063
San Juan Unified School District and San Jose Unified School District,
Claimants
Statutes of 1998, Chapters 846 and 1031
_ Statutes of 1999-2000, First Extraordinary Session, Chapter 1

Ttem 3 Eastview Optional Attendance Area, CSM 99-TC-01
Palos Verdes Peninsula Unified School District, Claimant
Statutes of 1998, Chapter 868

' httpi//www.csim.ca.gov
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B. ADOPTION OF PROPOSED STATEMENT OF DECISION ON UNDISPUTED
TEST CLAIM
Item 4 Presidential Primaries 2000, 99-TC-04
County of Tuolumne, Claimant
Elections Code Sections 15151 and 15375
Statutes of 1999, Chapter 18

C. ADOPTION OF PROPOSED STATEMENTS OF DECISION TO DISMISS
WITHDRAWN TEST CLAIMS

[tem 5 Special Education.: Preschool Transportation Programs For Ages 3-5 Not
Requiring Intensive Services - CSM 3986
North Region SELPA (Alameda Unified School District, Administrative
Unit), Claimant
Education Code Sections 56441.14 and 56448
Statutes of 1987, Chapter 311; Statutes of 1990, Chapter 184
Statutes of 1992, Chapter 1061

Item 6 Special Education for Ages 3, 4, 5, and 18, 19, 20, and 21 - CSM 3986
Long Beach Unified School District, Claimant
Education Code Section 56026, as added and amended by Statutes of 1980,
Chapter 797 and 1353; Statutes of 1987, Chapter 311, Statutes of 1988,
Chapter 35; Statutes of 1991, Chapter 223; Statutes of 1992, Chapters 1360
and 1361; Statutes of 1993, Chapter 1296; Statutes of 1995, Chapter 530

V. INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

I[tem 7 Standardized Testing and Reporting, 97-TC-23
San Diego Unified School District, Claimant
Education Code Sections 60607, et al
Statutes of 1997, Chapter 828
Title 5, California Code of Regulations,
Sections 850-874

B. ADOPTION OF AMENDMENT TO PARAMETERS AND GUIDELINES

[tem 8 Mandate Reimbursement Process - CSM-4485
Statutes of 1975, Chapter 486; Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995); Statutes of 1996, Chapter
162 (Budget Act of 1996); Statutes of 1997, Chapter 282 (Budget Act of
1997); Statutes of 1998, Chapter 324 (Budget Act of 1998); Statutes of 1999,
Chapter 50 (Budget Act of 1999); Statutes of 2000, Chapter 52 (Budget Act of
2000); Statutes of 2001, Chapter 106 (Budget Act of 2001)



VI

VIL
VIII.

EXECUTIVE DIRECTOR'’S REPORT (info)

Item 9 Workload, Legislation, Next Agenda

PUBLIC COMMENT

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE
SECTIONS 11126 and 17526. (Closed Executive Session may begin at this time or may
begin earlier on this day and reconvene at the end of the meeting.)

A,

10.

PENDING LITIGATION

To confer with and receive advice from legal counsel, for consideration and action,
as necessary and appropriate, upon the following matters pursuant to Government
Code section 11126, subdivision (e)(1): ’

County of San Bernardino v. State of California, et al., Case Number B140704 in
the Appellate Court of California, Second Appellate District, Division 2.

San Diego Unified School District v. Commission on State Mandates, et al., Case
Number DO 38027, in the Appellate Court of California, Fourth Appellate District,
Division 1.

Department of Finance v. Commission on State Mandates, et al., Case Number
00CS01446, in the Superior Court of the State of California, County of Sacramento.

San Diego Unified School District and San Juan Unified School District v.
Commission on State Mandates, et al, Case Number 00CS00810, in the Superior
Court of the State of California, County of Sacramento.

State of California, Department of Finance v. Commission on State Mandates, Kern
Union High School District; San Diego Unified School District, County of Santa
Clara, Case Number C037645, in the Court of Appeal, Third Appellate District.

City of San Diego v. Commission on State Mandates, et al. Case Number
GIC751187, in the Superior Court of the State of California, County of San Diego.

County of Los Angeles v. Commission on State Mandates, et al., Case Number
BS064497, in the Superior Court of the State of California, County of Los Angeles.

County of San Bernardino v. Commission on State Manddtes, et al., Case Number
BS06911, in the Superior Court of the State of California, County of Los Angeles.

County of San Bernardino v Commission on State Mandates of the State of
California et al., Case Number SCVSS72444, in the Superior Court of the State of
California, County of San Bernardino.

County of San Diego v. Commission on State Mandates, et al., Case Number
GIC762953, in the Superior Court of the State of California, County of San Diego.

To confer with and receive advice from legal counsel, for consideration and action,
as necessary and appropriate, upon the following matter pursuant to Government
Code section 11126, subdivision (e)(2):
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« Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(i).)

B. PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a) and 17526.

Discussion and action, if appropriate, on report from the Personnel Sub-Committee.
IX. REPORT FROM CLOSED EXECUTIVE SESSION
ADIOURNMENT

For information, contact Paula Higashi, Executive Director, at (916) 323-3562.



Hearing Date: QOctober 25, 2001
File: CSM-4485-01 (8th Amendment)
f:\mandates\csm4000\4485\2001\exsum

ITEM 8

Amendment To Parameters And Guidelines

Statutes of 1975, Chapter 486

Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
Statutes of 2000, Chapter 52 (Budget Act of 2000)
Statutes of 2001, Chapter 106 (Budget Act of 2001)

Mandate Reimbursement Process

EXECUTIVE SUMMARY

The Mandate Reimbursement Process parameters and guidelines allow local agencies and
school districts to be reimbursed for costs incurred in preparing and presenting successful
test claims and submitting reimbursement claims to the State Controller. Incorrect reduction
claims are considered an element of reimbursement claims. The original parameters and
guidelines were adopted on November 20, 1986.

Since 1995, the State Budget Act has included supplemental language in the support
appropriations for the State Controller's Office and the Commission on State Mandates. This
language addresses local reimbursement for the costs of contracting with an independent
contractor. The Comunission adopted Appendix A to comply with the supplemental
language.

Each year, the Commission has amended these parameters and guidelines and Appendix A to
reflect this language. However, other than the annual Budget Act language, the amendment
does not include any revisions enacted by subsequent legislation. Subsequent statutory
revisions must be submitted as new test claims, and approved by the Commission before
being included in parameters and guidelines.'

1. For example, Statutes of 1999, chapter 643 (AB 1679) added new provisions to allow the Commission to accept
more than one test claim on the same statute or executive order. These new provisions are not currently
reimbursable under the Mandates Reimbursement program.
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The Budget Act of 2001 states:

"The Commission on State Mandates shall provide, in applicable parameters and guidelines,
as follows:

(a) If alocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

(b) The maximum amount of reimbursement provided in subdivision (a) may be exceeded
only if the local agency or school district establishes, by appropriate documentation, that
the preparation and submission of these claims could not have been accomplished without
incurring the additional costs claimed by the local agency or school district."?

Written Comments

Staff noted its intention to make technical changes to the 2000 parameters and guidelines to
incorporate the Budget Act of 2001 once passed, and mailed the parameters and guidelines to
affected state agencies and interested parties: for review and comment on July 9, 2001.
Comments were due on August 24, 2001. As of October 10, 2001, no comments had been
received. '

Subsequent to mailing out the proposal, staff made the technical changes noted above and
updated the language regarding indirect costs for local agencies to conform to language in
recently adopted parameters and guidelines.

Staff Analysis

Other than those described above, staff made no further changes to the parameters and
guidelines for this claim.

Staff Recommendation

Staff recommends the Commission adopt the proposed amended parameters and guidelines
. (see Exhibit A). '

2 Statutes of 1999, Chapter 50, p. 654, Item 8885-001-0001, Provision 1.
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Hearing: October 25, 2001

File: CSM-4485-01 (8" Amendment)

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
f:\mandates\csm4000\4485\pga092701

PROPOSED AMENDMENTS TO
PARAMETERS AND GUIDELINES

Statutes of 1975, Chapter 486
Statutes of 1984, Chapter 1459 v
Statutes of 1995, Chapter 303 (Budget Act of 1995)
~ Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
*Statutes of 2000, Chapter 52 (Budget Act of 2000)
Statutes of 2001, Chapter 106 (Budget Act of 2001)

Mandate Reimbursement Process

[For fiscal years 1995-96, 1996-97, 1997-98, 1998-99, 1999-00, 2000-01, and 2001-02 only,
these parameters and guidelines are amended, pursuant to the requirements of.(1) provision 11
of Item 0840-001-001 and provision 1 of Item 8885-001-0001 of the Budget Act of 1995,

(2) provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget
Act of 1996, (3) provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001
of the Budget Act of 1997, (4) provision 8 of Item 0840-001-0001 and provision 1 of

[tem 8885-001-0001 of the Budget Act of 1998, (5) provision 8 of Item 0840-001-0001 and
provision 1 of Item 8885-001-0001 of the Budget Act of 1999, (6) provision 8 of -

Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget Act of 2000,

(7) provision 8 of Item 0840-001-0001 and provision 1 of Item 8885 001-0001 of the Budget
Act of 2001, to include Appendix A. ]

I. Summary of Mandate

Chapter 486, Statutes of 1975, established the Board of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the
state. In addition, Chapter 486/75 contains provisions authorizing the State Controller's Office
to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments. :
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Chapter 1459, Statutes of 1984, created the Commission on State Mandates, which replaced
the Board of Control with respect to hearing mandate cost claims. This law established the
"sole and exclusive procedure" by which a local agency or school district is allowed to claim
reimbursement as required by article XIIIB, section 6 of the California Constitution for state
mandates under the Govermment Code, section 17552.

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local

agencies and school districts to file claims according to instructions issued by the Controller.,

II. Commission on State Mandates Decision

On March 27, 1986, the Commission on State Mandates determined that local agencies and
school districts incurred "costs mandated by the state" as a result of Chapter 486, Statutes of
1975, and Chapter 1459, Statutes of 1984, Specifically, the commission found that these two
statutes imposed a new program by requiring local governments to file claims in order to
establish the existence of a mandated program as well as to obtain reimbursement for the costs
of mandated programs.

ITI. Eligible Claimants

All local agencies and school districts incurring increased costs as a result of this mandate are
eligible to claim reimbursement of those costs.

1V, Period of Claim

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by January
15 of the fiscal year in which costs are to be incurred, and, by January 15 following
that fiscal year shall file an annual reimbursement claim that details the costs actually
incurred for that fiscal year; or it may comply with the provisions of subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of Section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed.



Y. Reimbursable Costs
A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local
governments (counties, cities, school districts, special districts, etc.) cannot be made
financially whole unless all state- mandated costs -- both direct and indirect -- are
reimbursed. Since local costs would not have been incurred for test claims and
reimbursement claims but for the implementation of state-imposed mandates, all resulting
costs are recoverable. ’

B. Reimbursable Activities -- Tést Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test "
claims, developing parameters and guidelines, collecting cost data, and helping with the
drafting of required claiming instructions. The costs of all successful test claims are
reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

C. Reimbursable Activities -- Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local
agencies and school districts. Allowable costs include, but are not limited to, the
following: salaries and benefits, service and supplies, contracted services, training, and
indirect costs.

Incorrect Reduction Claims are considered to be an element of the reimbursement process.
Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims.

VI. Claim Preparation
A, Suppbrting Data

For audit purposes, all costs claimed shall be traceable to source documents (e.g.,
employee time records, invoices, receipts, purchase orders, contracts, worksheets,
calendars, declarations, etc.) that show evidence of the validity of such costs and their
relationship to the state- mandated program. All documentation in support of the claimed
costs shall be made available to the State Controller’s Office, as may be requested, and all
reimbursement claims are subject to audit during the period specified in Government Code
section 17558.5, subdivision (a).
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B. Salaries and Benefits

Employee costs should be supported by the following: employee name, position (job title),
productive hourly rate, hours worked, salary and benefit amounts, and a description of the
tasks performed as they relate to this mandate.

C. Service and Supplies

Identify any direct costs for materials that have been consumed or expended specifically for
this mandate. '

D. Contract Services

Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable. Provide coples of the invoices
and/or claims that were paid.

E. Training
1. Classes

Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fe{es,
per diem, and related costs incurred because of this mandate.

2. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

F. Indirect Costs
1. Local Agencies

Compensation for indirect costs is eligible for reimbursement. Indirect costs are those
that have been incurred for common or joint purposes. These costs benefit more than
one cost objective and cannot be readily identified with a particular final cost objective
without effort disproportionate to the results achieved. After direct costs have been
determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as
an indirect cost if any other cost incurred for the same purpose, in like circumstances,
has been claimed as a direct cost.

Indirect costs include (a) the indirect costs originating in each department or agency of
the governmental unit carrying out state mandated programs and (b) the costs of central
governmental services distributed through the central service cost allocation plan and
not otherwise treated as direct costs.




Local agencies have the option of using 10% of direct labor, excluding fringe benefits,
or preparing an Indirect Cost Rate Proposal (ICRP) pursuant to the Office of
‘Management and Budget (OMB) Circular A-87.

2. School Districts

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect
cost rate provisionally approved by the California Department of Education.

3. County Offices of Education

County offices of education must use the J -580 (or subsequent replacement) non-
restrictive indirect cost rate provisionally approved by the California Department of
Education.

4. Community College Districts
Community College Districts must use one of the following three alternatives:
a. An ICRP based on OMB Circular A-21;
b. The State Controller’s FAM-29C which uses the CCES-311; or
c. Seven percent (7%).
VH. Offsetting Savings and Other Reiinbursement

Any offsetting savings the claimants experiehce as a direct result of this statute must be
deducted from the costs claims. In addition, reimbursement for this mandate received from
any source, e.g., federal, state, etc.; shall be identified and deducted from this claim.
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VIII. Required Certification
The following certification nst accompany the claim:
- 1 DO HEREBY CERTIFY:

THAT sections 1090 to 1096, inclusive, of the Government Code and other applicable
provisions of the law have been complied with; and

THAT I am the person authorized by the local agency to file claims for funds with the
State of California. ‘

SIGNATURE OF AUTHORIZED REPRESENTATIVE DATE

TITLE } TELEPHONE NUMBER
(Continne to Appendix A)
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PARAMETERS AND GUIDELINES
Statutes of 1975, Chapter 486
and
Statutes of 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years 1995-96,
1996-97, 1997-98, 1998-99, 1999-00, 2000-01, and 2001-02"

A, If alocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district,

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without the incurring of the additional costs claimed by the
local agency or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, subinit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost
estimate is to be certified by the governing body or its designee.

" The limitation added by (1) the Budget Act of 1995, Chapter 303, Statutes of 1995, in Item 0840-001-
001, Provision 11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Chapter 162, Statutes of
1996, in Itern 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act of 1997,
Chapter 282, Statutes of 1997, in Item 0840-001-0001, Provision 9, and in Itern 8885-001-0001, Provision 1, and (4)
the Budget Act of 1998, Chapter 324, Statutes of 1998, in Item 0840-001-0001, Provision 8, and Itern 8885-001-
0001, Provision 1, (5) the Budget Act of 1999, Chapter 50, Statutes of 1999, in Item 0840-001-0001, Provision 8,
and in Item 8885-001-0001, Provision 1, (6) the Budget Act of 2000, Chapter 52, Statutes of 2000, in Item
0840-001-0001, Provision 8, and in Item 8885-001-0001, Provision 1, (7) the Budget Act of 2001, Chapter 106,
Statutes of 2001, in Item 0840-001-0001, Provision 8, and in Itemn 8885-001-0001. Provision 1, is shown as part A.
of this Appendix.
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If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent
contractor or [Test (2)] the actual costs that necessarily would have been incurred for -
that purpose if performed by employees or the local school district, appropriate
documentation must be submitted to show that the preparation and submission of these
claims could not have been accomplished without the incurring of the additional costs
claimed by the local agency or school district, Appropriate documentation includes the
record of dates and time spent by staff of the contractor for the preparation and
submission of claims on behalf of the local agency or school district, the contractor's
billed rates, and explanation on reasons for exceeding Test (1) and/or Test (2). In the
absence of appropriate documentation, reimbursement is limited to the lesser of Test (1)
and/or Test (2). No reimbursement shall be permitted for the cost of contracted services
without the submission of an estimate of actual costs by the local agency or school
district.
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Starkey. He is the newly-appointed attorney and chief
legal counsel for the Commission on State Mandates. And
Paul hasn't started yet with us. That will be very soon.
And he is here to observe the hearing.

Paul, do you want to stand up?

MR. STARKEY: I just want to say "good morning"
and to thank the Commission and to say I'm very eader to
get started. Thank you very much.

CHAIR PORINI: We look forward to having you
with us.

MR. STARKEY: Thank you.

CHAIﬁ PORINI: OKkay, that takes us to our first
item of business, the minutes.

MS. HIGASHI: The minutes of October 18th,

Item 1.

MEMBER HARRIGAN: I'll move adoption.

MEMBER HALSEY: Second.

VICE CHAIR SHERWOOD: Second.

CHAIR PORINI: We have a motion and a second.
All those in favor indicate with "aye.™

(A chorus of "ayes" was heard.)

CHAIR PORINI: Opposed?

Minutes carry.

MS. HIGASHI: Next, we have the proposed consent

calendar. The proposed consent calendar consists of

Vine, McKinnon & Hall (916) 371-3376
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Items 5 and 6, which is the adoption of Proposed
Statements of Decision to dismiss withdrawn test

claims -- I'd just like to note that these are two test
claims related to the special education case -- also,
adoption of Item 7, which is Proposed Parameters and
Guidelines -- I mean, Item 8, excuse me, for the Mandate
Reimbursement Process.

CHAIR PORINI: All right, so the proposed
consent calendar consists of Items 5, 6 and 8.

MEMBER STEINMEIER: Move approval.

VICE CHAIR SHERWOOD: Second.

CHAIR PORINI: All right, any discussion?

All those in favor, indicate with "aye."

(A chorus of "ayes" was heard.)

CHAIR PORINI: Opposed?

Consent calendar carries.

MS. HIGASHI: The first item for hearing is a
test ;laim on Annual Parent Notification. This item will
be presented by Katherine Tokarski.

MS. TOKARSKI: Good morning.

Claimants, San Juan and San Jose School
Districts, each submitted claims alleging reimbursable
costs mandated by the state for amendments to the
Education Code, directing school districts to provide

additional annual parent notifications. The two test

Vine, McKinnon & Hall (916) 371-3376
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COMMISSION ON STATE MANDATES

State Capitol, Room 126
Sacramento, California
October 25, 2001

Present: Chairperson Annette Porini
Representative of the Director of the Department of Finance
Member William Sherwood
Representative of the State Treasurer
Member Heather Halsey
Representative of the Director of the Office of Planning and Research
Member John Harrigan
Representative of the State Controller
Member Joann Steinmeier
School Board Member
Member John Lazar
City Council Member
Vacant: Public Member

CALL TO ORDER AND ROLL CALL

Chairperson Porini called the meeting to order at 9:41 a.m. Paula Higashi, Executive Director
to the Commission, introduced Paul Starkey, the Commission’s new Chief Legal Counsel.

APPROVAL OF MINUTES
Item 1 October 18, 2001

Upon motion by Member Harrigan and second by Member Sherwood, the minutes were
unanimously adopted.

PROPOSED CONSENT CALENDAR

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7

PROPOSED STATEMENTS OF DECISION TO DISMISS WITHDRAWN TEST
CLAIMS

Item 5 Special Education: Preschool Transportation Programs For Ages 3-5 Not
Regquiring Intensive Services - CSM 3986
North Region SEL.PA (Alameda Unified School District, Administrative
Unit), Claimant
Education Code Sections 56441.14 and 56448
Statutes of 1987, Chapter 311; Statutes of 1990, Chapter 184
Statutes of 1992, Chapter 1061
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Item 6 Special Education for Ages 3, 4, 5, and 18, 19, 20, and 21 - CSM 3986
Long Beach Unified School District, Claimant
Education Code Section 56026, as added and amended by Statutes of
1980, Chapter 797 and 1353; Statutes of 1987, Chapter 311; Statutes of
1988, Chapter 35; Statutes of 1991, Chapter 223; Statutes of 1992,
Chapters 1360 and 1361; Statutes of 1993, Chapter 1296, Statutes of
1995, Chapter 530

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8

ADOPTION OF AMENDMENT TO PARAMETERS AND GUIDELINES

Item 8 Mandate Reimbursement Process - CSM-4485
Statutes of 1975, Chapter 486; Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995); Statutes of 1996,
Chapter 162 (Budget Act of 1996); Statutes of 1997, Chapter 282 (Budget
Act of 1997); Statutes of 1998, Chapter 324 (Budget Act of 1998); Statutes
of 1999, Chapter 50 (Budget Act of 1999); Statutes of 2000, Chapter 52
(Budget Act of 2000); Statutes of 2001, Chapter 106 (Budget Act of 2001)

Member Steinmeier moved for adoption of the consent calendar. With a second by Member
Sherwood, the consent calendar was unanimously adopted.

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7

TEST CLAIMS

Item 2 Annual Parent Notification 1998 and 1999 Statutes, 99-TC-09; 00-TC-12
Education Code Sections 48980 and 49063
San Juan Unified School District and San Jose Unified School District,
Claimants
Statutes of 1998, Chapters 846 and 1031
Statutes of 1999-2000, First Extraordinary Session, Chapter 1

Katherine Tokarski, Graduate Legal Assistant, introduced this item. She noted that the
claimants, San Juan and San Jose Unified School Districts, each submitted claims alleging
reimbursable costs mandated by the state for amendments to the Education Code, directing

school districts to provide additional annual parent notifications. The two claims were
consolidated for hearing. '

Ms. Tokarski stated that the test claim legislation adds several items to the annual parent
notification activities when compared to prior law, requiring school districts to incur increased
costs relating to copying and mailing. She noted that staff did not find evidence to support the
Department of Finance’s assertion that the new notification regarding the High School Exit
Exam is funded through the annual Budget Act. She explained that appropriations regarding

the High School Exit Exam relate to the development and administration of the exam itself, not
annual parent notification.
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Furthermore, Ms. Tokarski disagreed with the Department of Finance’s argument that the new
notification regarding advanced placement exam fees concerns a voluntary grant program, and
thus, is not reimbursable. She explained that all school districts are statutorily required to
provide information about the advanced placement exam fee subsidy and their annual
notification to the parents or guardians of all their students, whether or not the school district
utilizes the program. Therefore, staff concluded that the test claim legislation requires new
annual parent notification activities resulting in a reimbursable state mandate.

Parties were represented as follows: Keith Petersen, representing the San Juan Unified School
District and San Jose Unified School District; Carol Berg, representing the Education
Mandated Cost Network; and Mohammad Wardak and Mike Wilkening, representing the
Department of Finance.

Mr. Petersen concurred with the staff analysis. He added that it was consistent with the prior
two test claims.

Dr. Berg supported the staff recommendation.

Mr. Wilkening noted that the Department of Finance now concurs with staff’s recommendation
regarding the notice of exam fees for voluntary programs. However, regarding notification for
the High School Exit Exam, he maintained that there is funding in the annual Budget Act to
cover the costs of the notification.

Member Steinmeier asked Mr. Petersen for technical clarification on small district claims.
Mr. Petersen provided that clarification.

Member Steinmeier made a motion to approve the staff analysis. With a second by Member
Lazar, the motion carried unanimously.

Item 3 Eastview Optional Attendance Area, CSM 99-TC-01
Palos Verdes Peninsula Unified School District, Claimant
Statutes of 1998, Chapter 868

Item 3 was postponed at the request of the claimant.

ADOPTION OF PROPOSED STATEMENT OF DECISION ON UNDISPUTED
TEST CLAIM

Item 4 Presidential Primaries 2000, 99-TC-04
~ County of Tuolumne, Claimant
Elections Code Sections 15151 and 15375
Statutes of 1999, Chapter 18

Ellen Fishman, Commission Counsel, introduced this item. She noted that the test claim
legislation relates to the manner in which presidential primary votes are counted and
transmitted to the Secretary of State. She added that the test claim legislation requires local
election officials to transmit both semi-final and final election results for presidential primaries
in two separate tallies to the Secretary of State: First, the total number of votes each candidate
receives; and second, the number of votes each candidate receives from registered voters of
each political party and from the “declines to state” voters. Staff found that the test claim
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legislation constitutes a new program or higher level of service and imposes a reimbursable
state-mandated program on local agencies.

Parties were represented as follows: Allan Burdick, representing the County of Tuolumne and
the California State Association of Counties; Timothy Johnson, Auditor-Controller Clerk and
Registrar of Voters for the County of Tuolumne; and Tom Lutzenberger and Amber Pearce,
representing the Department of Finance.

Chairperson Porini confirmed with the parties that this was an undisputed claim. Mr. Burdick
agreed. Ms. Pearce added that she concurred with the staff analysis; however, she had
concerns to address in the parameters and guidelines regarding what costs are reimbursable.

Hearing no further comments, Member Lazar moved for approval of staff’s recommendation
to approve the test claim and adopt the proposed Statement of Decision, and authorize staff to
complete the proposed Statement of Decision by adding the missing information. With a
second by Member Sherwood, the motion carried unanimously.

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Item 7 Standardized Testing and Reporting, 97-TC-23
' San Diego Unified School District, Claimant
Education Code Sections 60607, et al
Statutes of 1997, Chapter 828
Title 5, California Code of Regulations,
Sections 850-874

Item 7 was postponed at the request of the claimant.
EXECUTIVE DIRECTOR’S REPORT
Item 9 Workload, Legislation, Next Agenda

Ms. Higashi noted the following:

o Legislation. The Bureau of State Audits commenced its audit of the School Bus Safety II
mandate. Staff, with the Commission and the State Controller’s Office, met with the
auditors to discuss the scope of the audit. The Commission has provided them a copy of
the administrative record for both School Bus Safety I and School Bus Safety II.

e Next Hearing. The November 29, 2001 hearing will be moved to December, possibly
December 12, 2001. The date will be confirmed.

o Personnel. Kathy Lynch, Commission Staff Counsel, accepted another position with the
Attorney General’s Office.



CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTIONS
11126 and 17526.

10.

To confer with and receive advice from legal counsel, for consideration and action,
as necessary and appropriate, upon the following matters pursuant to Government
Code section 11126, subdivision (e)(1):

County of San Bernardino v. State of California, et al., Case Number B140704 in
the Appellate Court of California, Second Appellate District, Division 2.

San Diego Unified School District v. Commission on State Mandates, et al., Case
Number DO 38027, in the Appellate Court of California, Fourth Appellate District,
Division 1.

. Department of Finance v. Commission on State Mandates, et al., Case Number

00CS01446, in the Superior Court of the State of California, County of Sacramento.

San Diego Unified School District and San Juan Unified School District v.
Commission on State Mandates, et al, Case Number 00CS00810, in the Superior
Court of the State of California, County of Sacramento.

State of California, Department of Finance v. Commission on State Mandates, Kern
Union High School District; San Diego Unified School District, County of Santa
Clara, Case Number C037645, in the Court of Appeal, Third Appellate District.

City of San Diego v. Commission on State Mandates, et al. Case Number
GIC751187, in the Superior Court of the State of California, County of San Diego.

County of Los Angeles v. Commission on State Mandates, et al., Case Number
BS064497, in the Superior Court of the State of California, County of Los Angeles.

County of San Bernardino v. Commission on State Mandates, et al., Case Number
BS06911, in the Superior Court of the State of California, County of Los Angeles.

County of San Bernardino v Commission on State Mandates of the State of
California et al., Case Number SCVSS872444, in the Superior Court of the State of
California, County of San Bernardino.

County of San Diego v. Commission on State Mandates, et al., Case Number
GIC762953, in the Superior Court of the State of California, County of San Diego.

To confer with and receive advice from legal counsel, for consideration and action,
as necessary and appropriate, upon the following matter pursuant to Government
Code section 11126, subdivision (€)(2):

» Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e}(2)(B)(i).)
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PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a) and 17526.

Discussion and action, if appropriate, on report from the Personnel Sub-Committee.

Hearing no further comments, Chairperson Porini adjourned into closed executive session
pursuant to Government Code section 11126, subdivision (e), to confer with and receive advice
from legal counsel for consideration and action, as necessary and appropriate, upon the
pending litigation listed on the published notice and agenda; and Government Code sections
11126, subdivision (a), and 17526, to confer on personnel matters listed on the published
notice and agenda.

REPORT FROM CLOSED EXECUTIVE SESSION

Chairperson Porini reported that the Commission met in closed executive session pursuant to
Government Code section 11126, subdivision (e), to confer with and receive advice from legal
counsel for consideration and action, as necessary and appropriate, upon the pending litigation
listed on the published notice and agenda; and Government Code sections 11126,

subdivision (a), and 17526, to confer on personnel matters listed on the published notice and
agenda.

ADJOURNMENT

Hearing no further business, Chairperson Porini adjourned the meeting at 10:56 a.m.

N |

PAULA HIGASH
Executive Director

f:/meetings/minutes/2001/102501



STATE OF CALIFORNIA GRAY DAVIS, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300

SACRAMENTO, CA 95814

PHONE: (9186) 323-3562

FAX: (916) 445-0278

E-mail: csminfo@csm.ca.gov

October 26, 2001

Mr. Glenn Haas

State Controller's Office

Division of Accounting and Reporting
3301 C Street, Suite 500

Sacramento, California 95816

And Interested Parties and Affected State Agencies

Re:  Adoption of Amendment to Parameters and Guidelines
Mandate Reimbursement Process
CSM-4485

Dear Mr. Haas:

On October 25, 2001, the Commission on State Mandates adopted the amended Parameters and
Guidelines for this test claim.

A copy of the final Parameters and Guidelines, as amended, is enclosed. If you have any
questions please contact Nancy Patton at (916) 323-8217.

Sincerely,

4

AULA HIGASHI
Executive Director

Enclosure

£:\mandates\csm4000\4485\200 1\pgaadopttr

-763-




e —
:WNH&OM
A A NOYHD

- 764 %A CIVILING 707%‘ Awvd
A laxva o aamyn



BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS
AND GUIDELINES ON:

Statutes of 1975, Chapter 486, Statutes of 1984,
Chapter 1459; Statutes of 1995, Chapter 303
(Budget Act of 1995); Statutes of 1996, Chapter
162 (Budget Act of 1996); Statutes of 1997,
Chapter 282 (Budget Act of 1997); Statutes of
1998, Chapter 324 (Budget Act of 1998); Statutes
of 1999, Chapter 50 (Budget Act of 1999),
Statutes of 2000, Chapter 52 (Budget Act of
2000), Statutes of 2001, Chapter'106 (Budget Act
of 2001)

NO. CSM-4485-00
Mandate Reimbursement Process

ADOPTION OF AMENDMENT TO
PARAMETERS AND GUIDELINES
PURSUANT TO GOVERNMENT CODE
SECTION 17557 AND TITLE 2,
CALIFORNIA CODE OF REGULATIONS,
SECTIONS 1183.2 AND 1185.3.

(Adopted on October 25, 2001)

PARAMETERS AND GUIDELINES AMENDMENT
On October 25, 2001, the Commission on State Mandates adopted the attached Amended

Parameters and Guidelines.

This decision shall become effective on October 26, 2001.

/%WVUVLML/

PAULA HIGASHI, Exe ive Director

-765-



-766-

File: CSM-4485-01

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted Octaber 25, 2001
f:\mandates\csm4000\14485\2001\adoptedpgal02501

AMENDMENTS TO
PARAMETERS AND GUIDELINES

Statutes of 1975, Chapter 486

Statutes of 1984, Chapter 1459
Statutes of 1995, Chapter 303 (Budget Act of 1995)
Statutes of 1996, Chapter 162 (Budget Act of 1996)
Statutes of 1997, Chapter 282 (Budget Act of 1997)
Statutes of 1998, Chapter 324 (Budget Act of 1998)
Statutes of 1999, Chapter 50 (Budget Act of 1999)
Statutes of 2000, Chapter 52 (Budget Act of 2000)
Statutes of 2001, Chapter 106 (Budget Act of 2001)

Mandate Reimbursement Process

[For fiscal years 1995-96, 1996-97, 1997-98, 1998-99, 1999-00, 2000-01, and 2001-02 only,
these parameters and guidelines are amended, pursuant to the requirements of (1) provision 11
of Item 0840-001-001 and provision 1 of Item 8885-001-0001 of the Budget Act of 1995,

(2) provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget
Act of 1996, (3) provision 9 of Item 0840-001-0001 and provision 1 of Item 8885-001-0001
of the Budget Act of 1997, (4) provision 8 of Item 0840-001-0001 and provision 1 of

Item 8885-001-0001 of the Budget Act of 1998, (5) provision 8 of Item 0840-001-0001 and
provision 1 of Item 8885-001-0001 of the Budget Act of 1999, (6) provision 8 of

Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget Act of 2000,

(7) provision § of Item 0840-001-0001 and provision 1 of Item 8885-001-0001 of the Budget
Act 0of 2001, to include Appendix A.]

I. Summary of Mandate

Chapter 486, Statutes of 1975, established the Board of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the
state. In addition, Chapter 486/75 contains provisions authorizing the State Controller's Office
to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.



Chapter 1459, Statutes of 1984, created the Commission on State Mandates, which replacéd
the Board of Control with respect to hearing mandate cost claims. This law established the
"sole and exclusive procedure” by which a local agency or school district is allowed to claim
reimbursement as required by article XIIIB, section 6 of the California Constitution for state
mandates under the Government Code, section 17552.

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

II. Commission on State Mandates Decision

On March 27, 1986, the Commission on State Mandates determined that local agencies and
school districts incurred "costs mandated by the state" as a result of Chapter 486, Statutes of
1975, and Chapter 1459, Statutes of 1984. Specifically, the commission found that these two
* statutes imposed a new program by requiring local governments to file claims in order to

" establish the existence of a mandated program as well as to obtain reimbursement for the costs
* of mandated programs.

III. Eligible Claimants

All 10ca1‘agéncies and school districts incurring increased costs as a result of this mandate are
eligible to claim reimbursement of those costs.

1V. Period of Claim

. Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by January
15 of the fiscal year in which costs are to be incurred, and, by January 15 following
that fiscal year shall file an annual reimbursement claim that details the costs actually
incurred for that fiscal year; or it may comply with the provisions of subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of Section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed.
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V. Reimbursable Costs

A. Scope of Mandate

‘Local agencies and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local
governments (counties, cities, school districts, special districts, etc.) cannot be made
financially whole unless all state- mandated costs -- both direct and indirect -- are
reimbursed. Since local costs would not have been incurred for test claims and
reimbursement claims but for the implementation of state-imposed mandates, all resulting
costs are recoverable. '

B. Reimbursable Activities -- Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test
claims, developing parameters and guidelines, collecting cost data, and helping with the

- drafting of required claiming instructions. The costs of all successful test claims are

reimbursable,

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

C. Reimbursable Activities -- Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local
agencies and school districts. Allowable costs include, but are not limited to, the
following: salaries and benefits, service and supplies, contracted services, training, and
indirect costs. '

Incorrect Reduction Claims are considered to be an element of the reimbursement process.
Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Comumission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursément claims.

VI. Claim Preparation

A. Supporting Data

For audit purposes, all costs claimed shall be traceable to source documents (e.g.,
employee time records, invoices, receipts, purchase orders, contracts, worksheets,
calendars, declarations, etc.) that show evidence of the validity of such costs and their
relationship to the state- mandated program. All documentation in support of the claimed
costs shall be made available to the State Controller’s Office, as may be requested, and all
reimbursement claims are subject to audit during the period specified in Government Code
section 17558.5, subdivision (a).



B. Salaries and Benefits

Employee costs should be supported by the fokl‘lowing: employee name, position (job title),
productive hourly rate, hours worked, salary and benefit amounts, and a description of the
tasks performed as they relate to this mandate.

C. Se1V1ce and Supplies

Identify any direct costs for matenals that have been consumed or expended spemﬁcally for
this mandate.

D. Contract Services

Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable. Provide copies of the invoices
and/or claims that were paid.

E. Training
1., Classes

Inelude the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, 1eg1st1 ation fees,
per diem, and related costs incurred because of this mandate.

2. Commlssmn Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, tr ansportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

F. Indirect Costs
1. Local Agencies

Compensation for indirect costs is eligible for reimbursement. Indirect costs are those
that have been incurred for common or joint purposes. These costs benefit more than
one cost objective and cannot be readily identified with a particular final cost objective
without effort disproportionate to the results achieved. After direct costs have been
determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as

an indirect cost if any other cost incurred for the same purpose in hke circumstances,
has been claimed as a direct cost. :

Indirect costs include (a) the indirect costs 01‘igillating in each department or agency of
the governmental unit carrying out state mandated programs and (b) the costs of central
governmental services distributed through the central service cost allocation plan and
not otherwise treated as direct costs.
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Local agencies have the option of using 10% of direct labor, excluding fringe benefits,
or preparing an Indirect Cost Rate Proposal (ICRP) pursuant to the Office of
Management and Budget (OMB) Circular A-87. '

2. School Districts

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect
cost rate provisionally approved by the California Department of Education.

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-
restrictive indirect cost rate provisionally approved by the California Department of
Education.

4. Community College Districts
Conmumunity Cdllege Districts must use one of the following three alternatives:
. a. An ICRP based on OMB Circular A-21;
* b. The State Controller’s FAM-29C which uses the CCFS-311; or
¢. Seven percent (7 %). ‘
VIL Ofﬂsettlllg Savings and Other Reimbufsemeni; |

- Any offsetting savings the claimants experience as a direct result of this statute must be
deducted from the costs claims. In addition, reimbursement for this mandate received from
any source, €.g., federal, state, etc., shall be identified and deducted from this claim.

VIII. Required Certification
The following certification must accompany the claim:
I DO HEREBY CERTIFY:

THAT sections 1090 to 1096, inclusive, of the Government Code and other applicable
provisions of the law have been complied with; and

THAT I am the person authorized by the local agency to file claims for funds with the
State of California.

SIGNATURE OE AUTHORIZED REPRESENTATIVE DATE
TITLE TELEPHONE NUMBER
(Continue to Appendix A)
5
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PARAMETERS AND GUIDELINES
Statutes of 1975, Chapter 486

and
Statutes of 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years 1995-96,
1996-97, 1997-98, 1998-99, 1999-00, 2000-01, and 2001-02"

A, If a local agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district,

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without the incurring eof the additional costs claimed by the
local agency or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost
estimate is to be certified by the governing body or its designee.

' The limitation added by (1) the Budget Act of 1995, Chapter 303, Statutes of 1995, in Item 0840-001-
001, Provision 11, and in Itern 8885-001-001, Provision 1, (2) the Budget Act of 1996, Chapter 162, Statutes of
1996, inn Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act of 1997,
Chapter 282, Statutes of 1997, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, and (4)
the Budget Act of 1998, Chapter 324, Statutes of 1998, in Item 0840-001-0001, Provision 8, and Itern 8885-001-
0001, Provision 1, (5) the Budget Act of 1999, Chapter 50, Statutes of 1999, in Itern 0840-001-0001, Provision 8,
and in Item 8885-001-0001, Provision 1, (6) the Budget Act of 2000, Chapter 52, Statutes of 2000, in Item
0840-001-0001, Provision 8, and in Item 8885-001-0001, Provision 1, (7) the Budget Act of 2001, Chapter 106,
Statutes of 2001, in Item 0840-001-0001, Provision 8, and in Item 8885-001-0001, Provision 1, is shown as part A,
of this Appendix.
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If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent
contractor or [Test (2)] the actual costs that necessarily would have been incurred for
that purpose if performed by employees or the local school district, appropriate
documentation must be submitted to show that the preparation and submission of these
claims could not have been accomplished without the incurring of the additional costs
claimed by the local agency or school district. Appropriate documentation includes the
record of dates and time spent by staff of the contractor for the preparation and
submission of claims on behalf of the local agency or school district, the contractor's
billed rates, and explanation on reasons for exceeding Test (1) and/or Test (2). In the

absence of appropriate documentation, reimbursement is limited to the lesser of Test (1)

and/or Test (2). No reimbursement shall be permitted for the cost of contracted services
without the submission of an estimate of actual costs by the local agency or school
district.



DECLARATION OF SERVICE BY MAIL

I, the undei‘signed, declare as follows:

I am a resident of the County of Sacramento and [ am over the age of 18 years, and not a
party to the within action. My place of employment is 980 Ninth Street, Suite 350,
Sacramento, California 95814.

October 26, I served the:

Adoption of Amendment to Parameters and Guidelines
Mandate Reimbursement Process
CSM-4485

by placing a true copy thereof in an envelope addressed to:

Mr. Glenn Haas

State Controller's Office

Division of Accounting and Reporting
3301 C Street, Suite 500

Sacramento, California 95816

State Agencies and Interested Parties (See attached mailing list);

and by sealing and depositing said envelope in the United States mail at Sacramento,
California, with postage thereon fully paid.

I declare under penalty of perjury under the laws of the State of California that the
- foregoing is true and correct, and that this declaration was executed on
October 26, 2001, at Sacramento, California. '

P
a0 XJ mm
VICTORIA SORIANO
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List Date: 07/28/2000 Mallmg Inf01 mation Completeness Determmatlon

Mailing List

Glaim Number _ 4485 Claimant Mandate Reimbursement Process - P&G's

Subject Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98
Issue Mandate Reimbursement Process
Dr. Carol Berg,

_ Education Mandated Cost Networlc

1121 L Street Suite 1060 - Tel: (916)446-7517
Sacramento CA 95814 F4X: (916) 446-2011

Interested Person

Mr, Robert Brooks, Staff Analyst II
Riverside Ca. Sheriffs Acct. and Finance Bureau

4095 Lemon Street P O Bax 512 Tel:  (909) 955-2709
Riverside Ca 92502  FAX: (909) 955-2720

Interested Person |

Mr, Allan Burdick,

MAXIMUS
4320 Auburn Blvd., Suite 2000 Tel:  (916) 485-8102
Sacramento CA 95841 ’ FAX: (916)485-0111

Interested Person

Mr, Peter Carton,
Schools Legal Service

P O Box 2445 Tel:  (805) 636-4830
Bakersfield CA 93303-2445 FAX: (805) 636-4843

Interested Person

Ms, Annette Chinn,
Cost Recovery Systems

705-2 East Bidwell Street  #294 Tel:  (916)939-7901
Folsom CA 95630 FAX: (916)939-7801

Interested Person
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Claim Number ' 4485 Claimant ‘Mandate Reimbursement Process - P&G's

Subject Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98

|ssue Mandate Reimbursement Process

Wr. Jack Clarke, Ir.,
Best, Best & Krieger

3750 University Avenue PO Box 1028 Tel: (509) 686-1450
Riverside CA 92502-1028 FAX: (909) 686-3083

Interested Person

Mr, Paul Dauer,

Dauer & Thompson
3455 Americen River Dirve Suite C Tel: (916) 974-3400
Sacramento CA 95864 FAX: (916) 974-3405

Interested Person

Mr. William A. Doyle, Mandated Cost Administrator
San Jose Unified School District

1153 E! Prado Drive Tel: (408) 997-2500
San Jose CA 95120 FA4X: (408) 997-3171

Interested Person

Ms. Sugen Geanacou, Senior Staff Attorney

Department of Finance
915 L Street, 11th Floor Tel: (916) 445-3274
Sacramento CA 95814 FAX: .

| State Agency
Mr. Glenn Haas, Bureau Chief (B-8)
State Controller's Office
Division of Accounting & Reporting
3301 C Street  Suite 500 Tel: (916) 445-8757
Sacramento CA 95816 Fd4X: (916)323-4807

State Agency

Mr, Leslie Hobson,
Senior Administrative Analyst
County of Placer
175 Fulweiler Avenue Tel: (530) 889-4026
Auburn CA 95603 FAX: (530) 889-4023

Interested Person
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Claim Number 4485 Claimant Mandate Reimbursement Process - P&G's

Subject Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98

Issue Mandate Reimbursement Process

Mr, Leonard Kaye, Esq.,

County of Los Angeles

Auditor-Controller's Office

500 W. Temple Street, Room 603 Tel: (213)974-8564
Los Angeles CA 50012 FAX: (213)617-8106

Interested Person

Mr. Steve Keil,
California State Association of Counties

1100 K Street Suite 101 Tel: (916)327-7523
Sacramento CA 95814-3541 FAX: (916)441-5507

Interested Person

Ms. Tom Lutzenberger, Principal Analyst (A-15) .
Department of Finance

915 L Street, 6th Floor Tel: (916)445-8913
Sacramento CA 95814 : FA4X: (916) 327-0225
State Agency

Ms. Diana K. McDonough,
Lozano Smith

1010 B Street  Suite 200 Tel: (415)459-3008
San-Rafael CA 94901 FAX: (415)456-3826

Interested Person

Mr, Paul Minney,
Spector, Middleton, Young & Minney, LLP

7 Park Center Drive Tel: (916) 646-1400
Sacramento Ca 95825 FAX: (916) 646-1300

Interested Person

Mr. Joseph D. Mullender, Ir.,
Attorney at Law

89 Rivo Alto Canal . Tel: (562)439-6376
Long Beach CA 90803 ' F4X: (626)962-7102
| Interested Person
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Claim Number’ 4485 . Claimant Mandate Reimbursement Process - P&G's

Subject ' Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98

Issue Mandate Reimbursement Process

Mr. Andy Nichols, Senior Manager
Centration, Inc.

12150 Tributary Point Drive  Suite 140 Tel: (916) 351-1050
Gold River CA 95670 FAX: (916) 351-1020

Interested Person

Ms. Marianne O'Malley, Principal Fiscal & Policy Analyst (B-29)
Legislative Analysts' Office

925 L Street  Suite 1000 Tel: (916)319-8315
Sacramento CA 95814 FAX: (516) 324-4281
State Agency

Mr. Arthur Palkowitz, Legislative Mandates Specialist
San Diego Unified School District

4100 Normal Street Room 2148 Tel: (619) 725-7565
San Diego CA 52103 FA4X: (619) 725-7569

Interested Person

Mr, Keith B. Petersen, President
Sixten & Associates

5252 Balbon Avenue  Suite 807 . Tel: (858) 514-8605
San Diego CA 92117 . FAX: (858)514-8645
Interested Person

Mr, William D. Raoss,
Law Offices of Willinm D, Ross
A Professional Corp,

520 South Grand Ave., Suite 300 Tel: (213) 892-1592
Los Angeles CA 90071-2610 FAX: (213) 892-1519
Interested Person

Mr. Aly Saleh, Chief Deputy Auditor
Auditor-Controller-Recorder
County of San Bernardino

222 West Hospitality Lane Tel:  (909)386-8850
San Bernardino CA 92415 FAX: (909) 386-8830
L . Interested Person
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Ciaim Number 4485 Claimant Mandate Reimbursement Process - P&G's

Subject Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98

Issue - Mandate Reimbursement Process

Ms. Nancy Shaffer, CTA Representative
California Teachers Association

191 Deerglen Circle Tel:  (707) 446-6303
Vacaville CA 95687-7414 FAX: (650) 552-5007

Interested Person

Mr. Steve Shields,
Shields Consulting Group, Inc,

1536 36th Street ‘ Tel:  (916) 4547310
Sacramento CA 95816 FAX: (916) 454-7312

Interested Person

Mr, Mark Sigman, SB 90 Coordinator ;
Auditor-Controller's Office

Riverside County Sheriff's Dept,

4080 Lemon Street, 3rd Floor P O Box 512 Tel:  (909) 955-2709

Riverside CA 92502 FAX: (909) 955-2428

Interested Person

Mr, Steve Smith, CEO
Mandated Cost Systems, Inc.

2275 Watt Avenue Tel: (916) 487-4435
Sacramento CA 95825 FAX: (916) 487-9662

Interested Person

Mr. Jim Spano,
State Controller's Office
Division of Andits (B-8)

300 Capitol Mall, Suite 518 Tel:  (916) 323-5849
Sacramento CA 95814 FAX: (916) 327-0832
State Agency

Mr, Ram Venkatesan, SB 90 Coordinator

County of Santa Clara
Controlier - Treasurer Department
70 West Hedding Street  East Wing 2nd Floor : Tel:  (408) 299-2541
‘San Jose CA 95110 FAX: (408)289-8629
i_ Interested Person
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Claim Number o 4485 Claimant Mandate Reimbursement Process - P& G's

Subject " Chapters 486/75; 1459/84; 303/95; 162/96; 282/97; 324/98

[ssua Mandate Reimbursement Process

Mr, David Wellhouse,
David Wellhouse & Associates, Inc.

9175 Kiefer Blvd  Suite 121 Tel: (916)368-9244
Sacramento CA 95826 FAX: (916) 368-5723

Interested Person
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COMMISSION ON STATE MANDATES

NOTICE AND AGENDA '
State Capitol, Room 126
Sacramento, California

 Pebruary 27,2003

9:30 AM. - PUBLIC SESSION

CALL TO ORDER AND ROLL CALL -

APPROVAL OF MINUTES

Item 1

January 23, 2003

PROPOSED CONSENT CALENDAR (actlon)

Note: If there are no objections to any of the followzng action items designated by an
asterisk (*), the Executive Director will include it on the Proposed Consent Calendar that
will be presented at the hearing. The Commz.s'.s'zon will determine which items will remain
on the Consent Calendar

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

A. APPEAL OF EXECUTIVE DIRECTOR DECISION TO DENY REQUEST FOR
POSTPONEMENT OF HEARING -

Item 2

Standardtzed Account Code Structure 97—TC 17
Brentwood Umon Schopl Dlstnct Appellant and Claimant
Statutes 1993, Chapter 237 (SB 94y

Statutes 1995, Chapter 525.(AB 438)

Statutes 1997, Chapter 299 (AB.1578)

State Board of Educauon s Reyision of the Cahforma
_ School Accounhng Manual (Part ]1)

'B. TESTCLAIM

Ttem 3

Standardized Account Code Structure, 97-TC- 17

Brentwood Union School District; Claimant

Statutes 1993, Chapter 237 (SB 94) '

Statutes ‘1995, Chapter 525 (AB 438)

Statutes 1997, Chapter 299 (AB 1578) -

State Board of Education’s Revision of the California
School Accounting Manual (Part IT) '

¢ This public meeting notice is available on the Internet at hitp://www.csm.ca.gov.

1
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C. PROPOSED STATEMENTS OF DECISION — TEST CLAIMS

Ttem 4*

Item 5%

Teacher Incentive Program, 99-TC-15

San Diego Unified School District, Claimant
Education Code Sections 44395 and 44396
Statutes 1998, Chapter 331 (AB 858)

Criminal Background Checks II, 00-TC-05

Napa County Office of Education, Claimant

Education Code Sections 44830.1, 44830.2, 45125, 45125.01, and 45125.2
Penal Code Sections 11077 and 11105.02

Statutes 1972, Chapter 1437 (AB 1685)

Statutes 1992, Chapter 1026 (SB 1769)

Statutes 1998, Chapter 594 (AB 1392)

Statutes 1998, Chapter 840 (AB-2102) -

Statutes 1999, Chapter 78 (AB 1115)

Cahforma Code of Regulations, Title 11, Sections 700-708

D. PROPOSED STATEMENTS OF DECISION INCORRECT REDUCTION CLAIMS

Jtem 6%

Item 7% .

Certification of Teacher Evaluator's Demonstrated Competence
Education Code Section 35160.5
Statutes 1983 Chapter 498 (SB 813)

Manhattan Beach Umﬂed School Dlstnct Clalmant 99-4136-I- 03

Ventura County:Office of Bducatlon, Hayward Unified School District,
Kings Canyon Joint Unified School D1str10t Visalia Unified School District,
Salinas City Elementary School District, Conejo Valley Unified School
District, Claremonit Umﬁed Schiool Dlstnc{ Oslk Grove Blementary School
Disttict, Ventira Umﬁed School District, Oceanside City Unified School
District, Roseville J oint Umon High School District, Folsom Cordova

* Unified School Dlstnct Palmdalé School District, Moreland Elementary

School District, Novato Unified School D1stnct Modesto City Schools, San

‘Bétito Utilon High' School‘T'D ‘tnct Manteca Unified School District, El

Monte Elementary School District, Tias Vu‘genes Unified School District,
Del Norte County Unified School District, Glendale Unified School District,
Garden Grove Unified School District, San Lorenzo Unified School District,
Lompoc Unified School District, Mojave Unified School District, Lodi
Unified School District; San Juan Unified School District, Los Altos
Elementary School District, Salinas Union High School District, Los
Angeles County Office of Education, Morgan Hill Unified School District,
Fairfield-Suisun Unified School District; Ojai Umﬂed School District,
Bellflower Unified School District, Berryessa Union School District,
Livingston Union School District, Whittier Union High School Disfrict,
Claimants, 99-4136-I- 01, 02, and 04 through 39



V.  INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES AND
PROPOSED AMENDMENTS TO PARAMETERS AND GUIDELINES

Jtem 8

Item 9%

Ttem 10*

Ttem 11%*

Request to Amend Parameters and Guidelines
Investment Reports, 00-PGA-02 -

City of Newport Beach, Requestor

Government Code Section 53646, subdwlsrons (a) (b) and (e)
Statutes 1995, Chapter 783 (SB 564) -

Statutes 1996, Chapters 156 & 749 (SB 864 & SB 109)

Proposed Amendment of Parameters and Guidelines
Mandate Reimbursement Process, CSM—4485

Statutes 1975, Chapter 486,(AB 1375).

Statutes 1984, Chapter 1459 (SB 2337)

Statutes 1995, Chapter 303 (Budget Act of 1995) (AB 903)

Statutes 1996, Chapter 162 (Budget Act of 1996) (SB 1393)

Statutes 1997, Chapter 282 (Budget Act of 1997) (AB 107)
Statutes 1998, Chapter 324 (Budget Act of 1998) (AB 1656)
Statutes 1999, Chater 50.(Budget Act of 1999) (SB 160)
Statutes 2000, Chapter.52.(Budget Act of 2000) (AB 1740)
Statutes 2001, Chapter 106 (Budget Act 0f2001).(SB-739).
Statutes 2002, Chapter 379 (Budget Act of 2002) (AB 425)

. Proposed Parameters and Guidelines
:Immunzzatzon s

; Hepatztsz 98-TC-05
Los Angeles County Office of Educatlon Claimant
Education Code Section 48216

Health and Safety Code Sections 120325, 120335, 120340, and 120375
Statiltes 1978, Chapter 325 (AB 2260); Statutes 1979, Chapter 435 (AB 805);
Statutes 1982, Chapter 472 (SB 818); Statutes 1991, Chapter 984 (SB 407),
Statutes 1992, Chapter 13 (AB 2798); Statutes 1994, Chapter 1172 (AB 2971)

Statutes 1995, Chapters 219 and 415 (AB 382 and SB 1360)
Statutes 1996, Chapter 1023. (SB 1497).
Statutes 1997, Chapters 855 and 882 (SB 727 and AB 381)

Title 17, Cahfo;rma Code of Regulatlons Sectlons 6020, 6035,

6040, 6055 6065 6070 and 6075

Proposed Parameters and Gmdehnes
Presidential Przmarzes 99-TC-04
Proposed Parameters and Guidelines
Céunty of Tuolutiine, Claimant-

Statutes 1999, Chapter 18 (SB 100)
Elections Code, Sections 15151 and 15375
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Item 12* Request to Amend Parameters and Guidelines
Absentee Ballots, 02-PGA-02
Legislature, Requestor
Elections Code Sections 3003 and 3024
Statutes 1978, Chapter 77 (AB 1699)
Statutes 2002, Chapter 1032 (AB 3005)

B. RULEMAKING, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

Item 13* Proposed Order to Imtlate Rulemakmg Proposed Amendments to California
Code of Regulatlons Title 2, Division 2, Chapter 2.5, Article 1. General,
Article 3, Test Claims, Article 4, Mandates Recognized by the Legislature,
Article 9. Conflict of Interest

VI  EXECUTIVE DIRECTOR’S REPORT
Item 14 ~ Workload and Next Agenda (info)
Item 15  Pending Legislation: SB 93 — Alpert (info/action)

VIL  PUBLIC COMMENT

VIO ~CLOSED EXECUTIVE SESSION PURSUANT TOGOVERNM:ENT CODE
SECTIONS-11126 and 17526. (Closed Executive Session may begin at this time or may
begin earlier on thls day and reconvene at the end of the meetmg )

A. PENDING LITIGATION

To confer with and receive adv1c ﬁ‘om legal counsel for conmderatlon and action, as
necessary and appropnate upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

1. San Diego Unified School District and San Juan Unzﬁed School District v.
.Commission on State Mandates, et al., Case Number 00CS00816, in the Superior
Cowrt of the State of California; County of Sacramento.

CSM 'Case No. 01-L-04 [Physical Performance Tésts]

2, Counry of San Dzego V. Commzsszon on State Mandates et al., Case Number
DO039471, in the Appellate Court of the State of Cahforma Fourth Appellate
Dlstnct Division 1. CSM Case No 01-L-16 [San Diego MIA]

3. Counry of Los Angeles V. Commzsszon on State Mandates, et al., Case Number
B156870, in the Appellate Court of the State of California, Second Appellate
District. CSM Case No. 01-L-17 [Dormestic Violence]

4. County of San Bernardino v. Commission on State Mandates, et al., Case Number
BS069611, in the Appellate Court of the State of California, Second Appellate
District. CSM Case No. 01-L-18 [SEMS]

5. State of California, Department of Finance v. Commission on State Mandates, et
al., Case Number 02CS00994, in the Superior Court of the State of California,
County of Sacramento. CSM Case No. 02-L-01 [School Bus Safety II]
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6. San Diego Unified School District v. Commission on State Mandates, et al.,, Case
Number S109125, in the Supreme Court of the State of California. '
CSM Case No. 02-L-02 [Pupil Expulsions]

7. State of California, Department of Finance v. Commission on State Mandates,
Kern Union High School District; San Diego Unified School District, County of
Santa Clara, Case Number S109219, in the Supreme Court of the State of
California. CSM Case No. 02-L-03 [School Site Councils]

8. County of San Bernardino v. Commission on State Mandates of the State of
California, et.al., Case Number B163801, in the Appellate Court of the State of
California, Second Appellate District. CSM Case No. 02-L-04 [Property Tax
Administration)]

To confer with and recei\'/e' advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2):

» Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(i).)

B. PERSONNEL

- To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a) and 17526.

Discussion and action, if appropriate, on report from the Personnel Sub-Committee.
IX. REPORT FROM CLOSED EXECUTIVE SESSION
ADJOURNMENT '

For information, contact:

Paula Higashi, Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

(916) 323-3562
(916) 445-0278 Fax
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Hearing Date: February 27, 2003
J\Mandetes\csm4000\4485\2002\toc

ITEM 9

STAFF ANALYSIS
PROPOSED PARAMETERS AND GUIDELINES AMENDMENT
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Statutes 1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
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Statutes 1999, Chapter 50 (Budget Act of 1999)
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Statutes 2001, Chapter 106 (Budget Act of 2001)
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Hearing Date: February 27, 2003
File: CS8M-4485-01 (Sth Amendment)
j\mandates\cem4000\4485\2002\staff analysis

ITEM 9

STAFF ANALYSIS
PROPOSED PARAMETERS AND GUIDELINES AMENDMENT

Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act of 2002)

-Mandate Reimbursement Process

EXECUTIVE SUMMARY

The Mandate Reimbursement Process program allows local agencies and school districts to be
reimbursed for costs incurred in preparing and presenting successful test claims to the
Commission on State Mandates (Commission) and submitting reimbursement claims to the

State Controller’s Office (SCO). Incorrect reduction claims are considered an element of
reimbursement claims.

The original parameters and guidelines for this program were adopted on November 20, 1986.

Each year, the Commission amends these parameters and guidelines to incorporate the most
recently enacted state budget act.

Staff Analysis

Commission staff prepared the proposed annual amendment of the Mandate Reimbursement
Process parameters and guidelines and requested comments. Staff reviewed comments
received and made the technical changes noted above and for purposes of consistency,
modified sections VI through IX and the preamble to section V to match recently adopted
language for parameters and guidelines.

Staff Recommendation

Staff recommends that the Commission adopt the proposed amended parameters and guidelines
(see Exhibit A), as modified by Commission staff, beginning on page 9.

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.

-789-



-790-



CHRONOLOGY
10/25/01 Commission adopted the Amended'Parameters and Guidelines.

10/04/02 Commission requested comments on the p1 oposed annual amendment of the
' parameters and guidelines,’

10/29/02 The State Controller’s Office (SCO) subnutted comments.’
11/04/02 The Department of Finance (DOF) submitted comments.
11/07/02 Mandated Cost Systems, Inc. (MCS) submitted comments.*
02/06/03 Staff Analysis and Proposed Parameters and Guidelines released.

BACKGROUND

On March 27, 1986, the Commrsslon determined that Statutes 1975, chapter 486, and Statutes
1984, chapter 1459 imposed a new program by requiring local governments to file claims in
order to establish the existence of a mandated pro gram -as well as to obtain reimbursement for the
costs of mandated programs.

The Mandate Reimbursement Process parameters and guidelines allow local agencies and school
districts to be reimbursed for costs incurred in preparing and presenting successful test claims
and submitting reimbursement claims to the SCO. Incorrect reduction claims are considered an -
element of reimbursement claims. The original parameters and guidelines were adopted on .
November 20, 1986.

Since 1995, the state budget act has 1ncluded supplemental language in the support
appropriations for the SCO and the Commission. This language addresses local reimbursement
for the costs of contracting with an mdependent contractor The Commission adopted Appendix
A to comply with the supplemental language.®

Each year, the Commission amends these parameters and guidelines and Appendix A to .
incorporate the most recently enacted budget act. However, the amendment does not include any
other revisions enacted by subsequent legislation. Subsequent statutory revisions must be
subriitted as new test claims, and approved by the Commission before being included in
parameters and guidelines.®

The Budget Act of 2002 states:

"The Commission on State Mandates shall provide, in applicable parameters and gﬁidelines, as
follows:

! Exhibit A,

? Exhibit B.

? Exhibit C.

¢ Exhibit D.

FPage 17,

§ For example, Statutes 1999, chapter 643 (AB 1679) added new provisions to allow the Commission to accept
more than one test claim on the same statute or executive order. These new provrslons are not reimbursable under
the Mandates Reimbursement Process parameters and guidelines. . ‘
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(a) If a local agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that pur pose if performed by employees of the local
agency or school district. :

(b) The maximum amount of reimbursement provided in subdivision (a) may be exceeded
only if the local agency or school district establishes, by appropriate documentation, that
the preparation and submission of these claims could not have been accomplished
without incurring the additional costs claimed by the local agency or school district.”

STAFF ANALYSIS

The Commission staff prepared the propoged ameridment of parameters and guidelines on
October 4, 2002, Comments on the staff proposal were received from the SCO dated
October 29, 2002, the DOF dated November 4, 2002, and MCS dated November 7, 2002.

Staff reviewed comments received. Staff did not make substantive changes to Section L
Summary of the Mandate. Non-substantive changes were made for clarification and conformity
to the Statement of Decision, statutory language, the Commission’s regulations, and with
language in recently adopted parameters and guidelines.

The proposed amendment, of parameters and guidelines were modified as discussed below

General Comment

As a general comment, the DOF stated that the claimants should clearly demonstrate a direct link
between the claimed costs and the activities alleged tobea rennbursable state-mandated local
programi. Staff finds that this corcern is fully addressed by the language in Section IV,
Reimbursable Activities, relating to the définition of “actual costs.” Theref01e staff did not
include further requirements,

IT. Ehglble Claimants )

The SCO suggested that the statutory reference that defines a school district be included.
Accordingly, this section was modified to include the statutory reference for both local agencies

and school districts. This language is consistent w1th other recently adopted parameters and
guidelines.

The SCO also requested clarification as to whether charter schools are a reimbursable entity or
not. When adopting parameters and guidelines, the Commission is bound by Governmerit Code
section 17500 and following. Government Code section 17519 defines “school districts” as
follows: “School district means any school district, community college district, or county
superintendent of schools.” Although costs incurred by a charter school may be included in a
school district reimbursement claim, the definition in section 17519 does not include charter
schools as eligible claimants. Therefore, staff did not include charter schools as eligible
claimants.”

T Staff notes that a test claim entitled Charter Schools I (99-TC-14) has been:filed and directly raises the issue
whether charter schools are proper claimants under article XIII B, section 6 of the California Constitution.



Section ITI, Period of Reimbursement

Staff modified this section to conform to recently adopted language for parameters and -
guidelines. In addition, Statutes 2002, chapter 1124 (AB 3000), which became effectlve on
September 30, 2002, increased the minimum amount that may be reimbursed from $200 to -
$1,000. Staff 1nodif1ed the language accordingly. :

Sections IV through IX

On March 28, 2002 the Bureau of State Audits (BSA) issued an aud1t report on the School Bus
Safety I program recommendmg, among other things, that the Comrrussmn “work with the
Controller, other affected state agencies, and interésted partiés to make sure the language in the
[parameters and] guidelines and the claiming instructions reflect the [Clommission’s intentions
as well as'the Controller’s expectations regarding supporting documentation.” On '
September30, 2002, Statutes-2002, chapter 1167 (AB.2781) was eracted to direct the <
Commission to amend the School Bus Safety Il parameters and guidelines to detail the” -
documentation necessary to support reimbursement claims. In addition, the SCO requested
revisions to address documentation, and requested that these revisions be included in all
parameters and guidelines.! On January 23, 2003, the Commission, updn direction of the -
Legislature, adopted revisions to the parameters and guidelines for the Schoo! Bus Safety II
program, that detail the documentat1on necessary to support reimbursement claims.

Here, staff revised these sections to match the recently adopted language described above. These
revisions clarify the intent of the Legislature and the BSA, and conform the language to recent
statutory arnendments ,

Staff modified sections IV through IX as follows
Section TV. Reinibiiféable Activities

DOF requested that the reference to “training packets” and “declarations” be deleted as these
activities are only reunbursable in part1cu1ar instances. MCS dlsagreed with DOF statmg ‘that
documentmg trammg costs viaa s1gn-1n sheet that docurnents all attendees along with the length
of the traitiing sess1on is an acciirate method of documentmg trannng costs MCS further stated
that under the curterit Cortimission “hoﬂerplate language,” declarations are considered acceptable
documentation to support reimbursement claims and thus should not be removed.

Staff disagrees with DOF. The references to docurients that DOF requests be deleted are not
reimbursable activities. This documentatior is what is necessary to fupport the reimbursable
activities. In addition, the documents'listed are not an all-inclusive list; but rathér;examples of
documents that may be used to*support or corroborate relmbursernent claims, Therefore, staff
did not remove the document references. ,

Staff addéd a preamble to this section'to specify that only actual costs may be clalrned and that
documentation to support claimed costs must be developed at or néai"the same-tinie that the
reimbursable activity occurred. Technical revisions were also madeé to this sectioh regardlng
training to confonn to recently adopted language 1h other para1nete1s and gu1de1mes

3 Exhibit B.
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Section V. Claim Preparation and Submission

The DOF requested that the term “timely” filed be amended to more explicitly define the
appropriate reimbursable claiming period. Staff did not amend this term since language is
included under Section I1L. Period of Reimburserment that details the deadlines for filing
reimburserment claims. '

The DOF also proposed that the “Training” and “Travel” sections be eliminated and the “Fixed
Assets and Equipment” section be modified to clarify that (1) only fixed assets and equipment
directly related to the mandated activities are reimbursable, and (2) costs of any fixed asset or
equipment costs should be amortized and claimed appropriately over the useful life of the
equipment,

MCS disagreed with DOEF’s proposal to eliminate the “Trarmng” section, statrng that without
training of staff, the accuracy of claims would be comprormsed and disputes between claimants
and the SCO would escalate. MCS further stated that training is airequired-cost needed to ensure
successful claims are submitted and would be included under the Reimbursable Activities
language of “All costs incurred during the period of this c_laun,for the preparation and submission
of successful reimbursement claims to the SCO are recoverable .

Staff finds that training was identified as a reimbursable activity in the ongmal parameters and
guidelines; therefore staff did not eliminate this section. However, staff modified the language to
clarify that training costs are limited to one time per employee; con51stent with other recently
adopted parameters and guidelines.

MCS disagreed with DOF’s proposal to eliminate the “Travel” section stating that travel is"
necessary to train staff and to attend Commission hearings. Staff finds that travel is necessary to
participate in the mandate reimbursement process and therefore, did not ehmmate the “Travel”
section.

MCS drsagreed with DOF’s statement to amortize the purchase of a ﬁxed asset over the useful
life of the asset. MCS stated that the costs are recognized as an expense in the year purchased
and therefore should be claimed fully in the year putchased. Staff madeé no changes to the “Fixed
Assets and Equlpment sect1on since thlS language conforrns Wlth language recently adopted by
the Commission.

Section VIL Offsettmg Savmgs and Other Relmbursement

DOF suggested that a clarifying statement stipulating; “Offsettmg revenue mcludes but is not
limited to, annual budget act appropriations or other measures that appropriate funding for the
programs in question,” Staff did not make this propased revision because the offsetting savings
language recently adopted in School Bus Safety II and proposed here, clearly requires claimants
to deduct from their reimbursement claims any offsetting savings it receiy_es from any source.

DOF further suggested that a statement be added that prevents local entities from “double
dipping” or claiming for the same activity through separate means. MCS disagreed with DOF’s
comments, stating that when specific offsetting revenue is provided via the annual budget act or
other measure, the guidelines should be modified at that time. MCS also stated that DOF’s
cominent regarding “double dipping” is vague and premature.



Under current practice, in situations where local agencies and school districts could claim for the
same costs under one or more sets of parameters and guidelines, staff places restrictions in the
language to direct local agencies and school districts to claim reimbursement under only one
program. There is no similar program to the Mandate Reimbursement Process program.
Therefore, staff did not include DOF’s suggested revision. However, staff modified the language
to conform to recently adopted language for parameters and guidelines.

Section VIII. State Controller’s Claiming Instructions ‘

This section previously contained language regarding the certification the SCO requires when
local agencies and school districts submit reimbursement claims. On January 23, 2002, the
Commission found that it is not authorized to include certification requirements in the parameters
and guidelines. Instead, the SCO is authorized to include such requirements in their claiming
instructions. Therefore, this section was revised to detail the statutory requirements for issuing
claiming instructions. The revised language conforms to language recently adopted by the
Commission. ‘

Section IX. Remedies Before the Commission

This section was added to clarify that local agencies and school districts are authorized to request
the Commission to review SCO claiming instructions and to amend parameters and guidelines.
This language conforms to language recently adopted by the Commission.

STAFF RECOMMENDATION

Staff recommends that the Commission adopt the proposed amended parameters and guidelines
(see Exhibit A), as modified by Commission staff, beginning on page 9.

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.
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File: CSM-4485-01

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987

Second Amendment Adopted: October 26, 1995

Third Amendment Adopted: January 30, 1997

Fourth Amendment Adopted: September 25, 1997

Fifth Amendment Adopted: October 29, 1998

Sixth Amendment Adopted: September 30, 1999

Sevanth Amendment Adopted: September 28, 2000
htb Amendment Ado ted October 25, 2001
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PROPOSED PARAMETERS AND GUIDELINES
AMENDMENT

Statutes €£1975, Chapter 486

Statutes £1984, Chapter 1459 -
Statutes 6£1995, Chapter 303 (Budget Act of 1995)
Statutes e£1996, Chapter 162 (Budget Act of 1996)
Statutes e£1997, Chapter 282 (Budget Act of 1997)
Statutes e£1998, Chapter 324 (Budget Act of 1998)
Statutes e£1999, Chapter 50 (Budget Act of 1999)
Statutes €£-2000, Chapter 52 (Budget Act of 2000)
Statutes 62001, Chapter 106 (Budget Act of 2001)

Statutes 2002, Chapter 379 (Budget Act of 2002)

Mandate Reimbursement Process

[For fiscal years 1955-1996, 1996-1997, 1997-1998, 1998-1999, 1999-2000, 2000-2001 ,-and
2001-2002, and 2002-2003 only, these parameters and guidelines are amended, pursuant to the
requirements of: (1) provision 11 of Item 0840-001-001, and provision 1 of Item 8885-001-0001
of the Budget Act of 19955 (2) provision 9 of Item 0840-001-0001, and provision 1 of Item
8885-001-0001 of the Budget Act of 1996; (3) provision 9 of Ttern 0840-001- 0001, and
provision 1 of Item 8885-001-0001 of the Budget Act of 1997;; (4) provision 8 of

Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of the Budget Act of 19985

(5) provision 8 of Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of the Budget
Act 0f 1999, (6) provision 8 of Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of
the Budget Act of 2000, (7) provision 8 of Item 0840-001-0001, and provision 1 of

Item 8885-001-0001 of the Budget Act of 2001;; and (8) provision 8 of Item 0840-001-0001, and

provision 1 of Ttem 8885-001-0001 of the Budget Act of 2002, to include Appendix A.]
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L SUMMARY OF THE MANDATE

Chapter-486;-Statutes e 1975, chapter 486, established the Board of Control's authonty to hear
and make determinations on claims submitted by local governments that allege costs mandated
by the state. In addition, Statutes 1975, Gchapter 486475 contains provisions authorizing the
State Controller's Office to receive, review, and pay reimbursement claims for mandated costs
submitted by local governments.

Chapter-1459,-Statutes o£1984, chapter 1459, created the Commission on State Mandates
(Commission), which replaced the Board of Control with respect to hearing mandate cost claims.
This law established the "sole and exclusive procedure" by which a local agency or school
district is allowed to claim reimbursement as required by article XII B, section 6 of the
California Constitution for state marldates under t—he—Government Code— section 17552.

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the pfocedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school dlstncts to file claims according to instructions 1ssued by the Controller.

H—G@P«MSS{QN%SN—SME—MWEGISIQN
On March 27, 1986, the Commission ex-State-Mandates-determined that local agencies and
school districts incurred "costs mandated by the state" as a result of Ghapter486;-Statutes of

1975, chapter 486, and Chapter-+459;-Statutes o£1984, chapter 1459. Specifically, the
sCommission found that these two statutes imposed a new program by requiring local

- governments to file claims in order o establish the existence of a mandated program as well as to

obtain reimbursement for the costs of mandated programs.
I ELIGIBLE CLAIMANTS |

Anyll local agencyies as defined in Government Code section 17518, orand school districts as
defined in Government Code section 17519, which incurs-ineurring increased costs as a result of
this mandate isare eligible to claim reimbursgment of those costs.

II¥. PERIOD OF REIMBURSEMENTELAIM

Pursuant to Governinent Code section 17560, reimburs,efnent for state-mandatcd costs may be
claimed as follows: :

(a) A local agency or school district may file an estimated reimbursement claim by
Jannary 15 of the fiscal year in ‘which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the prov1s1ons of '
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or

10



school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

Reimbursable actual costs for one fiscal vear shall be included in each claim. Estimated costs for
the subsequent vear may be included on the same claim. if applicable. Pursuant to Government
Code section 17561 (d)(1). all claims for reimbursement of initial vears® costs shall be submitted
within 120 days of the issuance of the State Contfoller’s claiming instructionis. If the total costs
for a given fiscal year do not exceed $1.000269, no re1mbursement shall be allowed,- exeept as

otherwise allowed by Govenmlent Code section 17564. oot

¥IV. REIMBURSABLE GQSLFSACTIVITIES S , .

To be ehg1b1e for mandated cost 1e1mbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities, .

Actual costs must be traceable and supported by source documents that show the VahdltV of such
costs. when they were incurred. and their relationship to the reimbursable &¢tivitis; “A'scutce
document is a document created at or near the same time the actual cost was incurred for the
event or actmtv in questwn Som ce documents may include, but are not hmlted to, emplovyee
t11ne records o1 time logs, smn 1h sheets 1nvo1ces. and 1ecemts '

Bvidence corroborating the sou1ce docurnents may molude, but is not limited to, worlcsheets= cost
allocation reports (system pefierated), purchase orders, contracts, agendas, training nacl(ets and

declarations. Declarations must include a certification or declaration stating, “I certify under
penalty-of perjury under the laws of the State of California that the foregoing is true and correct
based upon-personal knowledge.” Evidence corroborating the source documents may include:
data relevant to the reimbursable.activities otherwise in compliance with-local, state. and federal
government requirements. However, corrobmatmg documents cannot be substituted for source
documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbu’rsab]
activities identified below. Increased cost is limited to the cost of -an activit that the cla1mant ig
required to incur as aresult of the inandate, S L

....

For each eligible cIaLmant the folIowmg acuvmes are relmbursable

A. Scope of Mandate

Local agencies and school districts filing successful test clairns and reimbursement claims
incur staté-mandated: costs The purpose of thls test clalm 1s to establish that local
governments {eetntie 8 ceinl-dis ete-}-cannot be made
financially whole unless all state mandated\costs -- both direct and indirect -- are reimbursed.
Since local costs would not have been incurred for test claims and reimbursement claims but
for the implementation of state-imposed mandates, all resulting costs are recoverable.

11
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B. Reimbursable Activities
1. — Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These .
activities include, but are not limited to, the following: preparing and presenting test claims,
developing parameters and guidelines, collecting cost data, and helpmg with the draftmg of
required claiming instructions. The costs of all siiccessful test claims are reimbursable,

Costs that may be réimbursed include the followmg 'salaries and benefits, materials and
supphes consultant and legal costs, transportatxon and mdlrect costs

2. Reimbursement Claims

All costs inicurfed during the period of this claim for the preparation and submission of.
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts. Allowable costs include, but are not limited to, the following: salaries
and benefits, service and supplies, contracted services, training, and inditect costs. )

Incorrect Reduction Claims are considered to be an element of the reimbursement process.
Reimbursable activities for successfu] incorrect reduction claims include the appearanice of -
necessary representatives before the Commission on State Mandates to present the'claim, in
addition:to the reimbursable activities set forth above for successful reimbursement claims.

3. Training
a._Classes

Include the costs of classes-desigs ed to assist the claimant in identifying and correct]

preparing state-required documentation for specific reimbursable mandates. Such costs

include, but are not limited to, salaries and benefits, transpoﬁ:atlon, reg;stra‘non fees, per’
. diem, and related costs incutred because of this mandate. (One-time activi

employee.)
b. Cormmss1on Workshops

Partlcu;ahon in workshops convened by the Comnnssmn 18 relmbursable Such costs
include; but are not limited to. salaries and benefits, transportation, and per diem. This
does not inclnde reimbursement for participation in rulemaking proceedings.

12
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VLY CLAIM PREPARATION AND SUBMISSION

Each of the following cost élements must be 1dent1ﬁed for,each relmbmsable activity 1dent1ﬁed}
in Section IV, Reimbursable Activities, of this docurhent. Each claired reimbursable cost must
be supported by source documentation as described in Section IV. Addltlonallv, each

reimbursement claim must be filed in a tmle]y manner,
A. Direct Cost Reporting .-

Direct Gosts are those costs incirred specnﬁca]lv for the reititbursable actlvmes _The

followmg d1rect costs are eli glble for 1ennbu1sement

26- MatenalsSm%ee and Supphes B

Report the cost of materials and supplies that have been consumed or expended for the

purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant:«Supplies that are

withdrawn from inventory shall be charged on an appropriate and recognized method of*: -
costing, consistently applied. e o :

activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the
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contract is a fixed price, report the dates when services were performed and itemize all costs
for those services. - ]

4, Fixed Assets and Equipment B "

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to unplement the reunbursable act1v1t1e,s. The purcb'lse pmce includes taxes,

delivery costs, and installation costs. If the ﬁxed asqe‘r or equi ‘ment is also used for urposes

other than the reimbursable activities. only the pro-x ata 1_)_01‘1'.101‘1 of the purchase price used to
implement the reimbursable activities can be claimed.

3, Travel ‘
Report the name of the em Io fee travehn fo; the u:r ose of the relmbursable acthtles.

ttending, and/or conducmg’ tramﬂw Hecessary o ir _ement the reunbmsable
activities, Provide the title, sitbject. and purpose (refated to the’ ate of the trammg v
session). dates attended. and location. If the training encompassés silly ects broader than the
reimbursable activities: only the pro=rata portion cati‘be claimed. Report employee ttairing
time for-each applicable reimbursable'activity according t6 the rules of cost element A.1,
Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of congtiltants who -

conduct the training according to the rules of cost element A.3. Contracted Services.

14



BE——Indirect Costs Rates
1. Local Agenc1es

1

Indirect costs are costs that are incurred for a common or joint purpose, beneﬁtmg more than
one program, and are not directly assignable to a particular department or program without
efforts disproportionate to the result achieved. .Indirect costs may include both (1) overhead

costs of the unit performing the mandate: and (2) the costs of the central goverfiment services

distributed to the other depwrtments based ona sys’cemaﬁe and rational b'\s1s through a cost
alloca’cmn plan, - :

Compensatlon for indirect costs is eligible for 1e1mbursement utilizing the grocedur
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have

“the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%. ‘

If the olaunan‘c chooses to Drepme an ICRP hoth ’che du ect costs ( as deﬁned 'md descmhed in -

expenditires and iinal 1owab le costs ( ag deﬁned and descnbed m OMB A-B7 Attachmen‘cs A
and B). However unallowshle costs must be included in v’che direct’ costs_,‘tf the ‘tepresent
ae‘mwtles to which inditect costs are properly allocable. ‘ '

The dlsmbutlon base may be (1) total direct c0sts (excluding capital expendltmes and other
digforting items, such as Dass-through ﬁmds mamr suboontraots etc.). (2) du-eet sa] aries and

wages, or ( 3) another b’lSB whlch results i m an eqmtable dlshlbutlon

In calculating an ICRP, the Claimant shall have the choice of one of the followmg,
methodolo gles

a. The allocation of allowable mdlrect costs (as defined and descnbed in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, afid (2) dividing the total
allowable indirect costs (niet of applicable credits) by an equitable distribution base. -
The:result.of this process is an-indirect cost rate:which is used to distribute indirect - -

costs to mandates. The rate should be expressed as a pelcentage which the total
amount a]lowable mduect costs bears to the base selected: of -

. h_le mdxreet costs (as define =and descnbed in OMB Clrculal
A-87 Attachments A and B) shall be accomplishied by (1) sepdratifie.a department
into groups. such as divisions or sections; and then clasmfvmg the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution

base. The result of this process is an indirect cost rate that is used to distribute

indirect costs to mandates. .The rate should be expressed as a percentage which the
total amount allowable indirect costs bears to the base selected,

m%wwmmmmm—ﬁmm '
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2. School Districts .

Indirect costs are costs that have been incurred for common or 1o1nt purposes. These costs

benefit more than one cost objective and cannot be readily identified with a particular final
cost ob1ect1ve w1thoul efiort dlSDl opornonate to the results aclneved After dlrect costs’ have
ned anid aesx ned to othe1 actwmes as appropriate. mdu‘ect costs are those.

emamlng to be allocated to beneﬁted cost ob]ectlves A cost may not be gllocated as an
indirect cost if any other cost incurred for the same pmpose, m like cir cumstances, has been

clanned aga dn ect cost

governmental services distributed through the central servme cost alloca’clon plan and not

otherwise tredted as difect costs.,

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisidnally approved by the Cahforrna Department of Education.

3, County Offices of Bducation

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

RN

4, Commumtv College Districts

Community colleges haventheohtlonmof using: (1 afedel ally apr roved rate ‘utlhzm the cost

Principles of ‘Edncanonal ‘Inshtutlons"

101 2) the rate calculated on State Controller's Form
FAM-29C: or (3) a 7% indirect cost rate. -
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VI RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual

costs filed by a local agency or school district pursuant to this chapter' is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed ot last amended, Whichever is later, However, if no finds are appropriated or no
payment is made to a claimant for the prograim for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to.run from the date of initial payment
of the claim. All documents used to support the reimbursable activities, as described in Section
IV, must be retained during the period subject to andit. If an audit has been initiated by the
Controller during the period subject to audit, the retention period is extended until the ultimate
resolution of any audit findings.

VII. OFFSETTING SAVINGS AND OTHER RE[MBURSEMENT

Any offsetting savings the claimants experiences in the same program as a direct result of the
samethis statutes or executive orders found to contain the mandate shallsust be deducted from
the costs claimeds. In addition, reimbursement for this mandate from any source, including but
not limited to, services fees collected, received-frommny-soureer-egs federal funds, and other;
state funds;-eter, shall be identified and deducted from this claim.

Vi, STATE CONTROLLER'’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming

. instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies

and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and

guidelines adopted by the Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Comimnission.

IX, REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement

of mandated costs pursuant to Government Code section 17571, If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission

shall direct the Controller to modify the claiming instructions and the Controller shall modify the

claiming instructions to conform to the parameters and guidelines as directed by the
Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (a), and California Code of Regulations, title 2. section 1183.2.

' This refers to Title 2, division 4. part 7. chapter 4 of the Government Code,
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PARAMETERS AND GUIDELINES
Statutes e£ 1975, Chapter 486
Statutes of 1984, Chapter 1459

APPENDIX A

Limitaﬁon on_Reﬁnbursement for Independent Contractor Costs During Fiscal Years
1995-1996, 1996-1997, 1997-1998, 1998-1999, 1999-2000, 2000-2001 ,-ard
2001-2002, and 2002-2003*

A, If alocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district. :

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submmission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

2 The limitation added by (1) the Budget Act of 1995, Ghapter-363;-Statutes 6£1993, chapter 303, in Item 0840-001-
001, Provision 11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Shapter162-Statutes of
1996, chapter 162, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act
of 1997, Chapter282;-Statutes e£1997, chapter 282, in Item 0840-001-0001, Provision 9, and in Item 8885-001-
0001, Provision 1, and (4) the Budget Act of 1998, Chapter324;-Statutes €£-1998, chapter 324, in Item 0840-001-
0001, Provision 8, and Item 8885-001-0001, Provision 1, (5) the Budget Act of 1999, Shaptesr-50;-Statutes 8£1999,
chapter 50, in Item 0840-001-0001, Provision 8, and in Itern 8885-001-0001, Provision 1, (6) the Budget Act of
2000, Ghapter-52;-Statutes 8£2000, chapter 52, in Item 0840-001-0001, Provision 8, and in Item 8885-001-0001,
Provision 1, (7) the Budget Act of 2001, Shapter166;-Statutes 6£2001, chapter 106,in Item 0840-001-0001,
Provision 8, and in Item 8885-001-0001, Provision 1, {8) the Budget Act of 2002. Statutes 2002, chapter 379. in
‘Itemn 0840-001-0001, Provision 8. and in Ttem 8885-001-0001, Provision 1. is shown as part A, of this Appendix.

19
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If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reimbursement is limited to the lesser of Tést (1) and/or Test (2). No reimbursement shail
be permitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district.
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EXHIBIT A

Heuring Date: November 21, 2002
. Flle: CSM-44B5-01 (9th Amendment)
| J:\mandates\csm4000\4485\2002\exsum

ITEM

—n

DRAFT STAFF ANALYSIS -
AMENDMEENT TO PARAMETERS AND GUIDELINES

Statutes ,],9f75 Chapter 486.
Statutes 1984, Chapter | 1459 , :
~ Statutes 1995, Chapte;; 303, (Budget Act of 1995). .
‘»Statutes 1996, Chipter 162 2 (Budget A At of 1996)
Statutes 1997 C‘h ) ) { At of 1997)
Stahites 1998, Chart‘er i ct"of 1998)
Statutes 1999, dhapter 50"(Budget AGt of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002 C‘ha,ptet 37 9 (Budget Act of 2002)

Mandate Rezmbursement Process

EXECUTIVE SUMM_ARY

The Mandaie Rambursement Process parameters and guidelines allow local agenciés and
school districts to be reimbursed for costs incurred in preparing and presenting successful
test claims and submitting reimbursement claims to the State Controller, Incorrect reduction
claims are considered an element of reimbursement claims. The orlgmal parameters and
guidelines were adopted on November 20, 1986. '

Since 1995, the State Budget Act has included supplemental language i in the support
appropriations for the State Controller's Office and the Commission on State Mandates
(Commission). This language addresses local reimbursement for the costs of contracting

with an independent contractor. The Commission adopted Appendix A to comply with the
supplemental language.

Each year, the Commission has amended these parameters and guidelines and Appendix A fo
‘reflect this language. However, other than the annual Budget Act language, the amendment
: ‘does not include any revisions enacted by subsequent legislation. Subsequent statutory

revisions must be submitted as new test claims, and approved by the Commission before

being included in parameters and guidelines.!

1 For example, Statutes 1999, chapter 643 (AB 1679) added new provisions to allow the Commission to a[:cept
\ more than one test claim on the same statute or executive order. These new provxsmns are not eurrently
reimbursable under the Mandates Reimbursement Process program,

. -811-
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The Budget Act of 2002 states:

"The Comrmission on State Mandates shall provxde in apphcable parameters and guidelines,
as follows: L T S

(a) If a local agency or school district eontracts w1th an mdependent contractor for the
preparation and subnnss1on of reimburseiiient clanns the! Gosts reimbursable by the
state for that pirpose shall.not exceed the, lesser of (1) 10 percenit ofithe amont of the
claims prepared and submitted by the mdependent contractor, or (2) the actual costs
that would necessarily have beel mcurred for’ that purpose if performed by employees
of the local agency or school d.lStl'th

.
(b) The maximum amount-of reunbursement provgded in subdmsx,on (a) may be exceeded
only if the local agency. or sehool d1 -establ ,sp_es, by appropnate documentation,
that the preparanon and subrmesxon 0 these cl' ims could not haye been accomplished
‘without incurring the addmonal costs ctaimed by the local agency or school district,"

Staff Analysis LR by S

Staff made the technical changes noted abOVe and for purposes of eonsxstency, modified
sections VI through IX to miatch recentlif adopted bo1lerplate lafigudge for parameters and
guidelines. Other than those described above, staff made no further changes to the
parameters and guxdehnes for this cldim."

Staff Recommendatlon '

Staff recommends that the Commission adopt the proposed amended parameters and
gu1de111es (see Exhibit A) : co
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File: CM-4485-01 -

Adopted: November 20, 1986

First Amendment Adop ted; Maroh 26, 1987

Second Afnendiment Al :Outo(:ar 26 1995

" Third Améidment Afogted: Jamisty'30; 1997 -

Fourth Amendment Adopited: September.25, 1997

© Fifth Amendmeny d . "29z 1998 . . . '

. Sixth Amehiiment Adoptedt Septariber 30, 1865 - , A
Seventh Amendment Adopted: September 28, 2000 o s

EihtAmendmpntAdot br.§ 2001

AMZENDMIENTS TO

,,,,,,

LU . . 4Statutes 6%1975;’Chapter 486~ 59
T _ Statiitss 651984, Ghapter.1459.
DRI Statutes 9%1995 Chapter 303-(Budget:Act of 1995)
Statutes e£1! 996a Chapte;r 162 (Bug}get Act.of 1996)
~ Statutes £1997, dhapter 282 (Budg Act of 1997)
" Statutés 681998 :COhpier’324 (Blidgst-Act of 1998}
Statirtes €£1999; Chapter- 50° (Blidget At 0f 1999) -~
- Statutes e£2000; Chapter 52 Budgst Adt of 2000)
Statutes £22001; Chspter 106 (Budget Act:6£2001): -
- Statutés 2002 Oha"’cer 379 ¢ ud "‘eu.Actlof 2002 o

A ER A AL

Mandate Rezmbursement Process -

[For fiscal years-1995:1996; 1996'—"1;997;'1-‘99721;998,'-"1»998="!L‘-9_99‘,1’;‘1999’-2'_0"06; 2000-2001;:6md
2001-2002, and 2002-2003 only, these parameters and guidslinés aré'aiﬁéhdé'd, pursiiant to the -
requirements of; (1) provision 11 of Item 0840-001-001, and provision, 1 -of Item.8885-001 0001
of the Budget Act of 19955 (2) provision 9 of Item 0840-001-0001, and provision 1 of Itemn
8885-001-0001 sfthe Budge’c Act 6£1996:5(3) provizita s of Ttein'0840-001-0001; afid
provision 1 of Item 8885-001-0001 of the Budget Act of 1997;; (4) provision 8.of
Item 0840-001-0001;-and proyision 1-ofTtem 8885-001-0001-0f the Budget Aat of1998s; . .
(5) provision 8 of Item 0840:001-0001; afd provision I.of Ttem, 8885-001-0001 of the Budget
Act of 1999, (6)-provision 8 of Item 0840-001-0001%and ptdvision:1-of Item,8885-001-0001 of
the Budget Act'of 2000, (7) provision 8 of Item 08404001-0001;-and provision 1 of "
Ttern 8885-001-0001 of the Budget Act of 2001 and (8) provision 8 of Item 0840-001-0001, and
rovision 1 of Item 8885:001-0001 of the Budeet: Act 6 2002. to-include Appendix A.]
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L SUMMARY OF THE MANDATE -

Chapter-486;-Statutes 6£1975, chapter 486, established the Board of Control's authonfy fo hear
and make determinations on claims submitted by local governmients that allege costs! '
by the state. In eddition, Statutes 1975, Echapter 48675 containg prov1s1ohs authenzmg the
State Controller's Office to rece1Ve, review, and pay re1mbursement claims for mande‘ced costs
submitted by local governments, gty

This law estebhehed the "sole and exclusive procedure" by which a local Agency or school
district is allowed to claim reimbursement as required:by article XTII B, section 6 of the
California Constitution for state mandates Lmder the Govemment Code- sect1on 17552.

Together these laws establish thé process‘by whwh 1oca1 agenc1es réceive reimbursement for
state-mandated programs. As such, they prescnbe the jareeedures that must be followed before
mandated costs are recognized. They also- dictate refriiblitsemient aétivities by requiring local
agencies and school districts to filé clairig* aceordmg to; msh'uchOns issied by the Controller.

II. COMMISSION ON STATE‘MANDATES DECISQN' e

On March 27, 1986, the Commission e Anndata ‘,detemned thatxlocal agencies and
school districts incurred "eosts mandated by the state" as a fesult othaﬁeMSé—Statutes af
1975, chapter 486, and 1459, Statytes-ef:1984, chapter 1459, -Specifically, the
sCommission found that these two statutes: xmposed BNGW: p;ogramlby(requmng local
governments to file claims in ordei- to, .ee’cabheh ihe exmtence of'a mandated.program as well as to
obtain reimbursement for the costs of mandated pregrams

Il ELIGIBLE CLAIMANTS ° R

All local agencieg and schopl districts incugring increased.costs as.a result of thig mandate are |
eligible to claim, re1mbursement of those costs, . -

Iv. PER.'[OD OE CLAIM

Pursuant to Government Code sectmn 175 60 relmbursement for state-mansiated costs may be _
claimed as follows: ., o iy 4

B ‘r-‘i -

(a) A local agenoy or éche‘e‘léfdish'li"‘t:t‘ may-ﬁlefan e‘siti,tiﬁéted ‘reizﬁbﬁfs‘efﬁeﬁtielam Ey ‘
Jentuary 15.of thefiscél Jeat i which costd are'ts be incurred, and; by Jafiwary 15
following thiat ischl year shiall file an atinual féithburseinett claim thatdetails.the costs
actually incurred for that ﬁscal year; or it may eonhply w1th fbhe prov1sione of R
subdivision (b) AN

o ,,J ,,,,,

(b) A local agendy or F sehool dlstnct may; by T anﬁe.ry IS'feilowmg' the fischl y'ear % which -
costs are incurred, file an annual reimbursement claim that details the costs actually
-incurred for that fiscal year,

el e

e-J,

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of Section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.
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If the total costs for a given fiscal year do not exceed $200, no reimbursement shall be
allowed ' '

ACTIVIT[ES

A. Scope of Mandate

Local agencies and school districts filing successful test clauns and re1mbursement ela1ms
incur state-mandated costs. The purpose of this test claim is to establish that local
governments:(counties, cities, school districts, special districts, etc.) cannot be made
financially wholeuinless all states mandated costs - both direct and mdxreot ~-aip,
re:mbnrsed Since local costs would not haye | been mcurred for test clauns and | _
reimbursement claims, but for the nnplementatlon of state-mposed mandates, all resultmg
costs are recoverable.

B. Reimbursable Activities— ‘ .
. 1. TestGlaims .. . T R - ,

All cogts: inc‘urred by-local Bgéncies and sch001 disticts in preparmg and presentmg

successfill t88t:claiins afe reiribuirsabile;’ inéltiding those same-00sts-6f an unsuccessful test

claim if ani-#dverss Commission ntfhhg is later' feversed-as a restlt of a cotirt order Thesd =
actiVitiet indlude, birt-aré not lititsd 16, e followitig: prepéaritip and presentmg test clalms,
developingparateters and guidelines; dollectmg gdost datay and helping with the‘drafting of-
required. claumng instriiétions. The cests of all sticcessful test claims are reun'bursable

Costs that may be reimbursed include the following: salaries and benefits, ‘materidls and
supplies, consultant and legal costs, transportation, and indirett costs.: o

2. Rexmbursement Clauns )~

All costs mcurred during the: penod of thls clan:n for the preparatlon and subm1ss1on of
successful reimbursement claims to the State Controller-are récoverable by the local agencies
and school districts. Allowable costs include, but are not limited to, the following: salaries
and beneﬁts servlce and supphes contracted servlces tralnmg, and mdn'ect costs

R

add1t10n to the rennbursable aciiyities sét; rth above for sueeessful reimpursemesit eialms |

VL. CLAIM PREPARATION AND SUBMISSION

mely filed. Bach of the following cost
vity _1dent1fi‘eo ftn Seetlon IV of ﬂns

Each reimbursement claun for t}ns mandate  must b be i

L
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" 1, Salaries and Benefits

Report each employee implementing the re1mbursable activities by name, job elass1ﬁcat1cm

and productive hourly rate (total wages and related benéfifs-divided by productive hours),
Describe the specific reimbursable activities performed and the hours devoted to.each
embursable actlv@ gerf'ormed

Matenals and. Sugghe

Report the.¢ost.of thiterials and gu lies that hiave been constimed-or expendsd for tHE"
purpose of the reintbuifsible ao’nvmes Purohases shall be, claiimed at the' aetual ‘nce after

eduetmg discounts= rebates, eut

Sy
Tt

costing, consmtentlv applied.

-3, Contracted Services

Report the name of the contractor and services performed to implement the reimbﬁt‘ésblf y
activities. Ifthe contractorbills for time and materials. report the number of hours spent o;

the activities and. all.cogts oharged If the eontract is.p fixed.  price,report the semces ,that .
were performed during the { eriod coyered by.the reimbursement claun If the contract’

0. 1m lement the re1mbursable activities can be claumed . _Subnnt
contract ceensultant and. attomev mv01ces With the clatm and 8 desermtlon of the. contract o
scope of servwes

4. Fixed Assets and Eguipmen L |

Report the purchase price paid for fixed agsets and equipment (. mclud ing. computers)
necessary to implement the reimburgable activities. The purchase pmoe includes taxes,
dehve;y COStS, and installation costs If the ﬁxed asset or egmpmeﬁt 18 alsb used fer moses

5, Travel T‘laVel Lo

Report the name of the emplovee t;t_velmg for the nuroose of the relmbm;sable actwiq o8, |

Inoltide the datd 6F travel. déstinatic o poirt
oL, ""s I8

preparing for. attendm g, and/ or conductms trammc_r necessary to implement the reunbursable '
activities, Provide the title, subiect, and pUrpose jreleted to the mandat
geasion detes attended and location, If thé train :
reithbBursabléactivities, oniythe pro-rath portmn can’be claire
time for each applicable reimbursable activity according to the mles il

Salaries and Benefits, and A2, Materials and Supplies. Report the cost of consultants who
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conduct the training according to the rules of cost element A.3. Contracted Servwes Thl

- data, if too volummous to be included w1th the clann, may be reported in'a summary, -
However. sunuortmg data must be mamtamed ag descnbed i1 Section VI

. ;-e A Pl

33
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Indmact costs a1e costs that are mcurred for a comrnon or ]omt pulpose, baneﬁtmg more tha:n one

yrogram, and are not d1rect1_‘ asm nableto a1 Dartwu]ar denartment oL pr :“g“g@m | without efforts

(1 -overhead costs of the

107 -817-



-818-

1. Looal Agencies |

" Ifthe clalma.nt chooses to preparse an ICR_P both the dJIect costs (g defirisd ‘and”

iakcliidinl frittpe Betiafity, or preparing ik
Ind:.rect Cost Rate Proposal (ICR_P) if the indirect cost rate claimed exceeds 10%: ¢ *

EFE {J’ % l,l'

87 Attachments A and B), H ﬂoWable G0kt must Ba md" 1ded.
costs if thev represent activities to whlch indirect costs ATS groperly aﬂocab]a.

The dlstnbuﬁon base may be (1) tota] du'ect costs ( xcludmg capital exnendzmras and

a. The allocation of allowable 1nd1rect costs (as deﬁned and 'described in OMB
Circular A-87 Attachments A and B) shall be accomplishéd by (1) Glassitving a
‘ ;=deparhnent’s total costs:forthe base: penodfas either-diregtior indireetsand (2)
dividin Jmthe total ‘allowable-indirect costs: (net of: agphcable icredits). by:an i
eqmtablexdlstnbumombase; The result:of this process: Ag:atcindiréct:cost- rate

which is used to d1str1bute mchrect costs to mandates. The rate should be

" and (2) dividing the total allowable mdn:ect costs (net of apphcable credits) ‘m/ an
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equitable distributien base.; The result of this.process is an indirect cost. rate that -
is used to distribute indirect costs to mandates. The rate should be expressed as
A percentag‘e whmh the total a1 'oun‘t“‘z_il‘lq_"‘wable indirect Costs bears to the base

R

'selected o o ‘ .
2. ,\ScheolDlstncts o > v

* School districts must use the J- 380 (or Subsequent replacernsiit) non-restnc“nve 1nd1rect
cost rate provisionally approved by the California Department of Education, - .

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non- - -
restrictive indirect cost rate provisionally approved by the California Department of
Eduthtion.

4, Commumty College Districts

Connnunity colleges have the opnon of using (1)a federal]y approved 1ate, utilizing the

cost accounting prinoiples from the OMB Circular A-21. "Cost Principles of Educationa] -
Institutions"; (2) the rate calculated on State Controller's Form FAM-29C: or (3) 8 7%

indirect cost rate,

'i\(‘

VII. SUPPORTING DATA

A. Source Documents

"oeqe

For auditing purposes. a1l incurred costs claimed must be traceable to soutce documents that
show evidence of their validity and relationship to the reimbursable activities. Documents may

include, but are not limited to, workshests, employee time records or time Jogs, cost allocation
reports (system generated). invoices, receipts, purchase orders, contracts, agendas, training
packets with signatures and logs of attendees, calendars, declarations. and data relevant to the

reimbursable activities otherwise reported in compliance with local= state. and federal
government requitements.

B. Record Keening

Pursuant to Government Code section 17558.3. subdivision (a), a reimbursement claim for actual

costs filed by a local agency or school district pursuant to this chapter is subject to andit by the
State Controller no later than two vears after the end of the calendar vear in which the

reimbursement claim is filed or last amended.* See the State Controller's claumng instructions
regarding retention of required documentation during the audlt period.

# This refers to Title 2. division 4, part 7. chapter 4 of the Government Code.
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VIIL @FFSETT]NG SAVINGS AND OTHER REIMBURSEMENT

Any offsetnng sav',u 'the clqlmants expenence.i“ﬁ; 'é.-sa' 16 'r'b m dizeg
seme statuites or exectitive orders foiitd t6 cortatr the mansts st shall b deducteqi from the
costs claimsgd. In addition, reimbursement for this mandate received from any source, &&=

foderal-state-eto-including but not limited to. service fees collected, federal fuhds ad other state
fonds, shall be identified and deducted from this claim.

VHIX. REQUIRED CERTIFICATION
The following certification must accompany the claim:
IDO I-IEREBY C‘ERT]FY '

THAT sectlons 1090 to 1096, mcluswe of the Government Code and other apphcable
provisions of the law. have been comphed with; and

THAT I am the person authonzed by the local agency to file claims for funds thh the
State of Califorma :

.-_'\ i

C N e w . N l
SIGNATURE OF AUTHORIZED REPRESENTATIVE - DATE. . -

" TELEPHONE NUMBER
(Continue to Appendix A)
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Statirtes 0£1975;Chapter 486 =
Statutes e£1984; Ghapter 1439,

APPE,,_,N]SD;,,A_. ,

Limitgtion on Reunbursement ﬂ@r Indef éndant Contractor Costs Durmg FlSCBl Years
1995- 1996 1996-1997, 1997 1998
2001 -2002, and

‘A, Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for thet purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2).the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparatlon and submission of these claims could not

have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,

* submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actnal costs that would have been incurred for that

. purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

! The limitation added by (1) the Budget Act of 1995, Shapter-303,-Statutes e£1995, chapter 303, in Item 0840-001-
001, Provision 11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Chapter162-Statutes ef
1996, chepter 162, in Ttem 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act
of 1997, Ghapter282;-Statutes 6£1957, chepter 282, in Item 0840-001-0001, Provision 9, and in Item 8885-001-
0001, Provision 1, and (4) the Budget Act of 1998, Ghapter324;-Statutes e£1998, chapter 324, in Ttem 0840-001-
0001, Provision 8, and Item B885-001-0001, Provision 1, (5) the Budgst Act of 1999, Chapter-56;-Statutes ££1999,
chapter 50, in Item 0840-001-0001, Provision 8, and in Item 8885-001-0001, Provision 1, (6) the Budget Act of
2000, Ghapter-52-Statutes £2000, chapter 52, in Item 0840-001-0001, Provision B, and in Item 8885-001-0001,
Provision 1, (7) the Budget Act of 2001, Shapter-106;-Statutes £2001, chapter 106,in Item 0840-001-0001,

Provision 8, and in Item 8885-001-0001, Provision 1, (8) the Budget Act of 2002, Statutes 2002, chapter 379, in
Item 0840-001-0001. Provision 8. and in Item 8885-001-0001, Provision 1. is shown as pert A, of this Appendix.
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If reimbursement is sought for independent tontractor costa that ars in excess of

[Test (1)] ten percent of the claims prepared and’ submitted by the independent contractor
performed by employees or the local school dlstnct appropriate documentation must be
submitted to show that the prepéaration and sibtnission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and Sibmission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reinibirserent i limited to ‘the legsér of Test (1 and/or Test (2). No reimbiirsemerit shall
be pertitted fot thé cost of contracted servwes W1t]ic$1it the submission of an estirhate of
actual costs by the local Bgency or school district.
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Last Updated:
List Print Date:

Claim Number: 4485

Ongmal Llst Date' 07/28/2000
10/04/2002
10/04/2002

Mailmg Informaﬁun Othar

Mailing List -

Issue: Mandate Reimbursement Process

Dr, Caro! Berg,
Education Mandated Cost Network

1121 L Strest Suite 1060
Sacramento CA 95814

Tel:  (916)446-7517  Fax:

(916) 446-2011.

Interested Person ‘ .

Mr. Mark Cousineau,

County of San Bernardino

Office of the Auditor/Controller-Recorder
222 West Hospitality Lane

San Bernardino CA 52415-0018

Tel: (909)386-B850  Fax: (909)386-8830 Interested Person
vir, Allan Burdick, Mr, Paul Dauer,
MAXIMUSB Daner & Thompson
1320 Aubum Blvd,, Sulte 2000 3455 Americen River Drive  Suite C
Sacramenta CA 95841 Sncramento CA 95864
Tel: (916)4B5-B102  Fax: (916)485-0111 * Intérested Person Tel: (916)974:3400  Fax: (816)974-1405 Tnterested Person
-~ Carton, a7 Mr. William A, Doyls, Mandated Cost Administrator
Suly Legal Service ' San Joss Unified Schoo! District
P O Box 2445 1153 B! Prudo Drive
Balersfield CA 93303-2445 ) San Joss CA 95120
Tel: (B05)636-4830  Fax: (BOS)636-4B43 Interested Person - Tel: (40B)997-2500  Fux: (408)997-3171 Tnterested Person
Ms. Annette Chinn, Ma. Susan Geenacou, Senior Staff Attorney (A-15)
Cost Recovery Systems Department of Finanos'
705-2 Baet Bidwell Strost #2054 . ! 915 L Street, Suite 1190
Folsom CA 95630 Sacramenta CA 95814 ‘
Tel: . (916)939-7901  Fax: (916)939-7801 Interested Person Tel: .(916y445-3274  Fax: (516)324-4B88 State Agency
Mr. Jacl Clarke, Jr., Mr. Xeith Gmeinder, Principal Analyst (A-15) .W
Best, Best & Krleger Department of Finunoa :
3750 Unlversity Avenue PO Box 1028 915 L Street, 6th Floor
Riverside CA 52502-1028 Sacramento CA 95814
Tel: (909)686-1450 Fax: (909) 6B6-3083 Interested Person ‘ Lel (916) 4458913  Fax: (916) 327-0225 " State Agericy
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Original List Date: 07/28/2000
Last Updated: 10/04/2002
List Print Date: 10/04/2002

Claim Number: 4485

Issue; Mandate Reimbursement Process

Mailmg Infurmntmn Other

Mailing List

. Michael Havey, Bureau Chief (B-8)
te Controller's Office

vislon of Accounting & Reparting

01 C Strest  Sulte 500

sramento CA 95816

Mr. Joseph D. Mullender, Jr.;
Attorney at Law

89 Rivo Alto Canal
Long Beach CA 90803

Tel: (562)439-6376  Fax: (626)362-7102

Interested Person |

Mr. Andy Nichals, Senior Manager
Centration, Inc.

12150 Tributary Point Drive  Suite 140
Gold River CA 55670

Tel: (916)351-1050  Fax:. (916)351-1020

Interested Person

Ma, Marjanne O'Malley, Principal Fiscal'& Policy Analyst (B-29) p

Legislative Analyst's Office

025 L Streat  Suite 1000
Sacramento CA 95814

Telt (916)-319-8315  Fax: (916) 324-4281

State Agency

Mr. Arthur Pelkowitz, Legislative Mandates Specielist

San Diego Unified School District

4100 Normeal Street Room 3159
Ban Diego CA 92103-8363

Tel: (619)725-7565 - Fax: (619)725-7569-

Interested Person

: (016)445-8757  Fax: (D)6)323-4807 ‘State Agency
. Leslie Hobson, Senior Administrative Anelyst

unty of Placer

5 Fulweilar Ave,

burn CA 95603

: (530) BB9-4026  Fax: (530)B89-4023 ‘Interested Person
', Leonard KKaye, Bsg.,

unty of Los Angeles

ditor-Controller's Office

0 W. Temple Streat, Roomn 603

8 Angeles CA 90012

I (213) 974-8564  Fax: (213)617-8106 . Interested Party
', Stave [Kell,

lifarnia State Association of Counties

00 IC Street  Sulte 101

cramiento CA 95814 )

I« (91G6)327-7523  Fax: (916)441-5507 Interested Person
r. Paul Minney,

sector, Middleton, Young & Minnay, LLP

Park Centar Drive

icramento CA 95825 .

2 (916) 646-1400  Fax: (916) 646-1300 Interested Person

-824-

"Mr. Keith B. Petdrsen, President

SixTen & Associates

5252 Balboa Avenus  Suite 807
San Diego CA 52117

Tel: (B58)514-8605 Fax: (B58)514-BG45

Interested Person.
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Original List Date:

Last Updated: 10/04/2002
List Print Date; 10/04/2002

Clai_m Number: 4485
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Mandates

TRy

‘Mailing List |

Issue: Mandate Reimbursement Process

Vir. William D, Ropss,

_aw Offices of Willlam D. Ross

A Professional Corp -

120 South Grand Ave.'* Silte 300
_os Angeles CA 90071-2610

'Mr.”Mnrk Sigman, Accountantl
‘Rivérside County Sheriff's Office

" 4095 Lemon Street P O Bax 512

Riverside CA 52502

Tel: (213)892-1592  Fox: (213)892-1519 Interested Person Tel: (909)955-6579  Fax: Interested Person
Vs, Nanay Shaffelr, CTA Representative Mr, Steve Smith, CEO
“nlifornia Teachers Association Mandated Cost Systems, Inc,
191 Deerglen Circle 11130 Sun Center Drive  Suite 100
Vacaville CA 95687-7414 Rancho Cordova CA 95670
Tel: (707) 446-6303  Fax: (650) 552-5007 Tnterested Person Tel: (916) 669-0BBB  Fax: (916) 669-0889 Interested Person
"~y Bhelton, Director (B-B) Mr. Jim Spano, (B-B)
L .2 Department of Bducation State Controller's Office
Flscal and Administrative Services Division Division of Audits
1430 N Street Suita 2213 300 Capitol Mall, Sulte 518
Sacramento CA 95814 Sacramento CA 05814
Tel: (916)323-B068  Fax: (916)327-B306 State Agency Tel: (016)323-5849  Fax: (916)327-0832 State Agency
M, Steve Shields, Mr. Ram Venkatesan, 8B 90 Coordinator
Shields Consulting Group, Inc. County of Santa Clara
. Controller - Treasurer Department
1536 36th Street 70 West Hedding Street Bast Wing 2nd Floor
Sacramento CA 95816 San Jose CA 85110
Tel: (916)454-7310  Fax: (916) 454-7312 Interested Person Tel: (40B)209-2541  Fax: (408)280-B629 Interested Person
Me, Laurle Sievenpiper, Mr, David Wellhouse,
Lozano Smith David Wellhouse & Associates, Inc.
285 Wesat Bullard Ave, Sulte 101 9175 Kiefor Blvd Buite 121
Fresno CA 93704 Sacramento CA 95826
Tel: (415) 455-3008 Fax: (415)456-3826 Interested Person Tel: (916) 368-9244 Fax: (916) 368-5723 Interested Person

115

3 -825-



Orlginal List Date' 07/28/2000 Mailmg Informatmn Other
Last Updated: 10/04/2002 L e
List Print Date: 10/04/2002 MalllnngSt '
Claim Number: 4485

Issue: Mandate Reimbursement Process

) ALL PARTIES AND INTERESTED FARTIES h commission mailing liat {s continuously updated as requests are raceived to include or remove any party or person on
malling llst. A current mailing list is provided with commission correspondence, and a copy of the current malling list s available upon request at sny tima, Bxcept
vovided atherwise by comimlssion rule, when & party or intereated party files any written materia! with the commission cancerning & claim, it shall simultaneously

8 a copy of the written matarial on the perties and interested purﬂes to the olaim identified on the mailing liat pravided by the commission. {Cal. Code Regs,, fit. 2, §

1.2.)
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EXHIBIT B

KATHLEEN'CONNELL
Contraller of the State of Caltfornia

October 25, 2002

RECEIVED

Ms. Shirley Opie OCT 2.9 00

- Assistant Executive Director

~Commission on State Mandates SGTO MMESS'ON ON
980 Ninth Street, Suite 300 ATE MANDATE&

Sacramento CA 95814

RE: PROPOSED AMENDMENT OF PARAMETERS AND GUIDELINES FOR
MANDATE REIMBURSEMENT PROCESS
STATUTES OF 1995, CHAPTER 975

Dear Ms. Opie:

We have reviewed the Commission staff’s annual amendment of proposed Parameters
and Guidelines (P's & G’s) for the above-referenced subject matter and have some
recommended changes to the P’s & G’s and their format. Our review focused on
implementing the recommendations that were contained in the Bureau of State Audits
(BSA) School Bus Safety II audit report concerming documentation and clarity of the
P’s & G’s. The results of our review and recommended changes are as follows and
detailed in the enclosed attachment.

o Section ITI, Eligible Claimants, has been expanded to clarify if charter schools are
eligible claimants; :

e Section IV, Period of Claim, includes the rev1sed minimum claim requirement ag
amended in Government Code section 17564,

e Section V, Reimbursable Activities, has been expanded to clarify reimbursable
activities and the source documents that are necessary to support reimbursable
mandated costs;

s Section VI, Claim Preparation and Submission, has been expanded to clearly
reference the documentation necessary to support mandated cost claims;

¢ Section VII has been renamed Record Retention and expanded to include the new
language of Chapter 1128 (Assembly Bill 2834), Statutes of 2002; and

o Section IX, State Controller’s Office Required Certification, the certification of
claimed reimbursement costs.

MAILING ADDRESS' P.O, Box 942850, Sacramento, CA 94250
SACRAMENTO 300 Capitol Mall, Suite 1850, Sacramento, CA 95814 (916) 445-2636
LOS ANGELES 600 Corporate Pointe, Suite_]1 Ili_/O, Culver City, CA 90230 (310) 342-5678

-827 -



Ms. Shirley Opie October 25, 2002

Our recommendations include substantial changes to the P’s & G’s format, and we
propose that these changes be used in fixture programs.

If you have any questions, please contact Ginny Brummels, Manager of the Local
Reimbursements Section, at (916) 324-0256.

TN EY
E,.l,yﬂiu i

Sincerely, i

WALTER BARNES ™"
Chief Deputy Controller, Finance

WB:GH:glb
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Attachment
Parameters and Guidelines
¢ - QOctober25, 2002

 AMENDMENT OF PARAMETERS AND GUIDELINES
| MANDATE REIMBURSEMENT PROCESS: ..
- STATUTES OF 1975, CHAPTER 486 - L

III. ELIGIBLE CLAIMANTS ‘

Any “school district”, as défined in Government Code section 17519, except for
' community colleges, which incurs increased costs as a result of this mandate is eligibleto
claim reimbursement. Government Code section 17519 does not specifically definea - - -
school district t6 in¢lude charter schools. Therefore, the Controller’s Office requests that
clarification be made.in the P’s' & G’s to speclfy if charter schools are a reimbursable
entity or not ' : :

IV. PERIOD .F CLA]ZM

Pursuant to Government Code section 17560, rel_mbursement for state-mandated costs
may be clauned as follows :

(a) A local agency or school dwtnct may file an- estunated reimbursement clalm
by January 15 of the fiscal year in which costs are to be incurred, and, by _
January 15 following that fiscal year:shall-file'an-annual reimbursement clainy
that details the costs actually incurred for that fiscal year; or it may comply
with the provisions of subdivision (b)., -~

(b) A local agency or sChool district may, by Janunary 15 following the fiscal year
in which costs are incurred, file an annual reimbursement claim that details the -
.. COSts8 actua]ly incurred. for that fiscal yeat. - .

(c) Inthe event rev1sed clalmmg mstructlons are 1ssued by the Controller pursuant
to subdivision (c) of Section 17558 between October 15 and-January-15; a-
local agency or school district filing an annual reimbursement claim shall have

* 120:days following the issuance date of the. rewsed clau:nmg msh-ucuons to
file a claim. N :

Reimbursable actual costs for one fiscal year should be includedin each claim,
Estimated Costs for the subsequent year may be included on the same claim, if
applicable. . Pursuant to Section 17561(d)(1) ofithe Government Code, all claims for -
reimbursement of initial years’ costs shall be submitted within 120 days of the issuance
of the claiming instruction by the State Controller. If the total costs for a given fiscal
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Atfachrnent

year do net exceed $1 ,000, no reimbursement shall be allowed, except as otherwise
allowed by Government Code section 17564, :

V.  REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, costs claimed must
have been incurred and be traceableand:supported by source docurhents that show the
validity of such costs and theit relationship'io the reimbiirsable activities.. A source
document is a contemporaneously éredted dociiment for'the event or activity in question.
Source documents may include, but are not limited to, employee time records or time
logs, sign-in sheets, invoices, and receipts.

Evidence corroboratirig the source documents may include, but i not limited to;.
worksheets, cost allocation reports (system geheratedy; purchase orders, contracts,
agendas, training packets, and declarations. Declarations must include a certification or
declardtion stating, “I certify-under penalty of perjury under the laws of the State of. .
California that the foregoing is true-and correct based upon personal kmowledge.”
Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government .
requirements, However, corroborating documents cannot be substituted for:source.
documents.

The claimant is only allowed to claim and be reimbursed for increased costs for.- _
reimbursab_le activities identified below. Increased cost is limited to the incremeéntal cost
of an activity that the claimant is réquired to incur as a result of the mandate.

For each eligiblesclaimant, the -foliowi.ng- activities are reimbursable.

VL. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity
identified in Section 'V, Reimbutsable Activities, of this document. Bach claimed
reimbursable cost must be supported by source documentation as described in Section V.
Addmonally, each 1e1mbursament clalm must be filed in a tlmely manner.

A. DlIGOt Cost Reportmg
g ‘j ot . v i
D1rect costs are those costs 1ncurred spec1ﬁcally for-the re1mbursable actwltles The
following direct costs are eligible for reimbursement. ' :

1. Salaries and Benefits =« «

Report edch employea implementing the reimbursable activities by namie, job
classification; and productive hourly fate (total wages and related benefits divided. .
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Attachment

by productwe hours). Describe the specific reimbursable activities performed and -

the hours devoted 10 each reimbursable activity performed.

2, Matenals a.ud Supphe : o | N

Report the cost of matenals and supphes that have been consurned or. expended for
the purpose of the reimbursable activities. Purchases shall,be claimed at the actual
 price after; deducting dlscounts rebates, and aJlowances received by the claimant.
Supplies-that are w1thdrawn from mventory shall be charged on an. appropnate and
recognized method of costing,-consistently. apphed

3. Contracted Services

Report the name of the contractor and services performed to implement the
. reimbursable activities. If the contractor bills for time and materials, report the.

number of hours spent on the activities and all costs charged. Ifthe contract is for . o
a fixed price, report the seryices that were perfonned during the penod covered by

the reimbursement clalm If the contract services are also used for purposes other,
than the reimbursable activities, claim only the pro-rata, portion ef'the services .
used to tmplement the reimbursable act1v1t1es, Submit contract consultant and
 attorney invoices Wlth the claim and a description of the contract scope of services.

4, .thed Assets an'd Egmpment

Report the purchase price peud for ﬁxed assets and equlpment (mcludmg
computers) riecessary to. nnplement the, relmbursable activities. The purchase

eqmpment is also used for purposes other than the re]rnbursable act1v1tles claun

only, the pro-rata portion of the purchase price used to, implement the reimbursable .

. activities.
5. Iravel

Rep:ort the, natne of the employee traveling for the purpo._se of the r‘eunbur,sahl,e.
activities Include the date of travel, destination point, the specific reirnbursable

comphance Wlth the 1'ules of the local Junsdlctwn Report ernployee travel time
‘according to the tules-of.cost:element A.1, Salaries and Benefits, for each
apphcable reimburgable actmty

6. Trammg

Report the cos,t-offu'aiujng. an emplojeeto perform the reimbursable activities, as
specified 111 Sectien IV of this-document. - Report the name and-job classtﬁcation
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Attachment

of éach employeé preparing for, attending; arid/of ¢onducting triining necessary to
implement the reimburstble activities. Provide the titlé, subject, aid purpose
(related to the mandate of the training sessions), dates attended, and location. If
the training encompasses subjects broader than the reithbursable activities, claim
only the pro-rata portion. Report employee training time for each applicable
TeimBiitsable acthlty according to the'riles of cost elemént A1, Salaries arid’
Bénefits, antrA.2; Matétials atid Suppliés. ‘Repott the cost of consultants Who
confduct the u'mnmg accordmg to the tules of cost element A.3; .Contracted
Sertides. Ifthis data is too voliminous to be included w1th@the claith, repoit itin a
summary, However, supporting data miist be maintained; as desctibed in Section
VII, Record Retention.

B. Indirect Cost Rates

Indlrect costs e costs that are incurred for a cominon orjoiat pirpose, bénefiting more
than one ptogram, anid are not directly assignabléto a particular departmerit or prograin
without efforts d15proportlonate to the result aéhieved. Indiréct costs miay include both
(D overhead costs'6f the‘uniit performing the mandate, and (2)'the costs of the: cetitral
government séivices distributed to the other departments based on & systematlc and
rational bas1s through a cost aﬂocaﬁon plan

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB), Circillar A«87. *Clairhants
have the option of using 10% of direct labor, excluding fringe benefits, or preparmg an
indirect cost rate proposal (ICRP) if the indiréct cost rate ¢laimied éxceeds 10%.

If the claimant thodses t6 prepate an ICRP}both the-diréet costs (a8 defined afid
described in OMB Circtilar A-87, Attachingtits-A'and B) and the indirect costs shall
excludecapital expenditiites and iinallowsble ¢osts (as défined and-desciibed il OMB
Circulat A-87, Attachmients A'and B). ‘However, ufiallowable ¢6ts ‘must be iriéluded in
the direct costs if they represent activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures-and
other distorting items such as pass-through funds, maj or subcontracts, etc:), (2) direct
salaries and Wages ot (3) anothér base that results in. an equitable chstnbutlon g

"~ In calculatmg an IORP ‘the clalmant has a cho1ce of the followmg methodologles* S

-832-

1. The allocatish of allowable derect costs (as deﬁned and descnbed in OMB

Circular A-87, Attachments A and B) shall be accomplistisd by (1) classifying
a department’s total costs for the base period as either direct or indirect, and (2)
dividing the total allowable indirect costs (net of applicable credits) by an'
equitable distribution base. The result of this process is an indirect cost rate,
which is used t& distribute indirect costs 16 mandatés. The rate should be' -

- exptessed as the percentage that the total-dmount of allowable indirect costs
bears to the base selected; or
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2. The'allocation: oﬁaﬂowable indirect .costs (as defined and described in QMB
Circular A-87, Attachments;A ahd B) shall be:accemplished by (1) separating
& department into groups; such as divisiphs or sections,:and then classifying the
division’s or section’s total:costs for the-base period as.either.direct or iridirect,

~and (2) dividing the total:allowable indirect costs.(net of applicable.credits) by

an equitable distribution base. The result of this process is-an indirect,cost rate
that i used to distribute indirect costs to mandates. The rate should be
expressed as the percentage that the total famount of:allowable indirect costs
bears to the base selected.

VI RECORD RETENTION .

Pursuant.to Government Code section. 17558.5; subdivision (a), a reimbuirsettient
claim for actual costs filed by a local agency or school district pursuant to this
chapter is subject to the initiation of an audit by the Controller no later than three
years after the date that the actual reimbursemient claim is filed or last amended,
whichever is later. However, if no funds are appropriated or no payment is made
to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of
initial payment of the claim. All documents used to support the reimbursable
activities, as described in Section I'V, must be retained during the period subject to
audit. If an audit has been initiated by the Controller during the period subject to
audit, the retention penod is extended until the ultimate resolution of any audit
ﬁndmgs

Vil OFFSETTING SAVINGS AND REIMBURSEMENTS

Any offsetting savings the claimant experiences in the same program as a result of the
same statutes or executive orders found to contain the mandate shall be deducted from the
costs claimed. In addition, reimbursement for this mandate received from any source,
including but not limited to service fees collected, federal funds and other state funds
shall be identified and deducted from this claim.

IX. STATE CONTROLLER’S OFFICE REQUIRED CERTEFICATTON

An officer of the claimant shall be required to provide a certification of the claim, for
those costs mandated by the State as contained herein. The certification shall contain, at
a minimum, the following elements:

1) A statement that the officer submitting the claim is doing so in accordance with
the provisions of Government Code section 17561, that he or she is an officer of
the local agency or school district, authorized to file claims with the State of
California for costs mandated by Chapter 486, Statutes of 1975, and that he or she
is not in violation of any of the provisions of Government Code sections 1090 to
1098 inclusive.
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2)

3)

- mamtamed by ‘rhe clalmant

Attachment

A ‘statement that, there has been no other application from the claimant for the cost
claimed; such claim is only for increased costs that are a direct result ofithe

‘matidated program of Chapter 486, Statutes of 1975, all offsetting savings. and
. reimbursements, discussed in Section VII of these parameters and guidelines are

identified and all costs claimed are supported by .source documentatlon currently

1

A cartlﬁc':atlon or declaranon in thee following form:

“T certlfy (or declare) under penalty of perjury under the laws of the State of
California that the foregoing is true and correct.”

* The form must be dated and signed by the hand of the authorized officer.

[
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Cq \PDPEF t.RTMENT\ ('DF R O S S R - oot i BRAY. 'DAVIE"‘EEVERNDR
Lirprn : fA"" ki mallg
OFFICE-OF THE DIRETTDR"

October 28,202 .~ . ~ e o
U Reciver .8
N sctve D oo o 2
& M&”,{fgg%gggs
acramento OA 95814 S e
Dear Ms, Higashf l - | A‘ HETE : - |

As requested In your letter of October4 2002:the Department 8f Finarice reviewed the”
Commission staff's proposed amendments to parameters and gurdelinee (Ps & Ge) for the
Mandate Relmbursement Process (referenee TSM 4485) e ‘
The Department of Frnance urges '(he Commrssron to consrder the? fcllowlng fi scal and pohcy
concerns wrth the proposed parameters and gurdelmes

. | . B ‘L.
B J‘ ‘w ' * . N '1.’L . :

A

General Comments Not Pertainlng to Anx PartlcularSectron ST e

NOU-B4-2082 15144

R Fmance balieves that clalmants sheuyld:clearly demonstrate & directlink between'the clalmed

costs -ah th

tlvrtiee alleged te be bursable state—mandated nlocal program

2, Finanoe 8 oomments In this Ietter are applrcable only 1o this partloular proposa[ yet we
reserva the right to raise the same or additional concerns in individual mandates, as applicable.
Each-partieularmarndata:pending-befora: the-ootmimission may. haverreQulrements‘or'nuances _
that create thie need forexceptions tothe genéral palloles dutiined In thebe parameters. (Tha"
detalls of any specific law need to be reviswed and evaluated irf tompari§on with bol]erpiate
language to ensure appropriate applicabliity.

Part VI, Claim Preparation and Subrnission: ‘ 4 - .

1. The initial paragraph of the narrative Indicates that each rermbursement claim "must be,
timely filed." We suggest amending the vague term "timely" to more explicitly definetie”
appropriate relmbursable clalming period in accordance with the law and/at thé Cotrmigsion's
regulations (l.e., Government Code Section 17560).

2. Within the "Fixed Assets and Equipment” section, we suggest clarifying the section to

stipuiate that (1) only flxed assefs or equipment directly related to the mandated activities are
reimbursable, and (2) that the costs of any mandated fixed asset or equipment costs should be
amortized and claimed appropriately over the useful life of the equipment. We believe no
demonstration has been made that fixed assets are needed to prepare mandate claims. Any

use of equipment or fixed assets should be charged off per standard accounting practice.

. Moreover, only the share of the equipment or assets explicitly used for mandated activities In a

partioular sltuation would be reimbursable.

125 om R -

L BTATE DARITOLE RAAM. 1, 145 R s.e.nnmsn-ro oA w98 1.4+ 459, W WuW, DOP.BA: BV

-835-



NOU-B4-z@Ez2 1451 ‘DEPT OF FIMANCE _EIZ_U_ UNIT

£s] UL\

-.3. ‘We recommend eliminating the “Travel” section since we do not see"'( 'eason Why tr'“Tel .-
wolld be required to perforni any activity urider this mandate. Travel should beclaimed *

~ separately and individually in instances where a mandated activity explicltly requires travet

4. We also recommend eliminating the "Tralning” section since we do not see any redson why
training would, be required to perform any activity under this mandate. Ata minimum, we

gges at he' lahguage be amended to clarify that training Is not reimbursable unless Itis
epeclﬂcally mandated in statute or regulation, Any trelnmg that is not explicitly requtred Is
permtsslve '

art Xl Su ‘ortm“ aDeta“

1 Wu' "Source Documents" paragraph we recommend strlklng referenee to" YralniAg
packets wnth signatures and logs of attendees” and “declarations," as these activities are only
relmbursable in partlcular Instances where such activitles are expllcttiy required, -7 oot

Part VIil. Offseftina:Savin sand Other: Reim bufseme‘ff‘*’f‘ R

g [T
AN LTS

1\‘

1. Flnanee suggests that thts eectlon mctude e.clanfytng statement :5t[pu|aﬂng that "thsettlngl “
revenue includes, but is not imited to, annual budget act appropnattone or other measures that
appropriate, funding for the; programs In question:" + - Do ‘

. S
"

2. Flnance also suggests adding a statement that prevents Iocal entttues from “dcuble dtpptng,
or ¢laiming for the same activity through separate-means, W

As reguired.bythe.Gommission's: regulattans-we are;Inoluding a "Proof of Sérvice" ingicating
that the parties inclydeg-on the malling Tist which accemipatiat your Betobsr 4; 2002 lsttsrhave.
been provided with copies of this Ietter vla elther United States Mml or, inthe case of other state

agencnes Interagency Mell Sennce e Lo .
rh 11'( ' Lo ur - et T "“."'L‘t’].

If you. have any,questione regardlng thts letter, please eontact;Matt Agullerat Prlnolpal F‘rogramw" .
Budget-Analyst; at{918) 445-0828:0r Kajth Gmetnder, state mandates clatms ocerdmater for '
the Department of Finange, at (915) 445-8913. - et ,

oo
EXEEATR

incerely,

Jeannie Oropeza v P '
Program. Budget Managen IR T e T e

Attachment
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Attachment A

‘ DECLARATION OF MATT AGUILERA '_ :
DEPARTMENT-OF FINANGE, aphe

MANDATE REIMBURSEMENT PROCESS CSM—4485 (Proposed Amendment of Parameters '
. and Guidellnes) , , :

X E U
g T

1., l am currently employed by the State of Caltfornle, Deoartment of Fmence (Flnanoe) am 2,
- familiar with the duties of Flnance, and am authorlzed to make this declaration on behalf
\ of Flnanoe oy - N S R . S

2. We concur that the sectlons relevent to these Parameters and Guidellnes are acourately
quoted in-the initlal: proposal submltted by clalmants and therefore we do not restate
them inthis declaration. - : : : :

I cet—tify under penalty of perjury that the facts set forth in the foregoing are true and correct of
my own knowledge except as to the matters therein stated as |nformat|on or belief and as to
those matters, | beheve them to be true -

obsler

at Sacramento,-CA'

it Agullera

-837-
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PROOF OF SERVICE
Test Claim Namae:

K

l, the undersrgned declare as. follows

DEPT OF FIMANCE EDU UNIT

' Mandate Reimbursesment Process ‘ .
Test Clarm Number CSM 4485 (Re Proposed Amendment of Parameters and Gbldelrn

-

| am employed in the County of Sacramento, State of California, | am 18 years of al%e or older

and not a party to the wlthrn entltled cause; my buerness address is 915 L Street 7

Sacramen‘lo CA 95844

Flocr

T o . ,\

On October 28, 2002 I served the attached recommendatlon of ‘rhe Depertment of Fihance in
sald cause, by facsrmlle to the Commission on State Mandates and by placing a true copy
theredfi(1):to claimarits ahd nonstéte agéhcies andiosed in-a‘sealed-éhvelope with postege
thereon fully prepald-in the United-States-Mail 4t Satramerits; Californiay and (2) to'stata
agencles in the normal pickup location at 915 L Street 7t Floor for Interagency Ma&il Service,

eddressed as follows

A_16 O

Ms. Paula ngeshr EXecuthe Director
Commisslon on State Mandates

880 Ninth Street, Sulte 300
Sacramento, CA 95814

B-29

Legislative Analyst's Office
' Attention Marianne O'Malley
825 L Street, Suite 1000
Sacramento, CA 95814

Slixten & Assoclates

Attention: Keith Petersen
5262 Balboa Avenue, Suite 807
San Dilego, CA 82117

Mandated Cost Systems, Ine.
Attention: Steve -Smith"
11130 Sun Center:Brj fte 100 -
Rancho Cordova, GA /EG70"

e

San Bernardino Office of the
Auditor/Controller-Recorder
Attention: Mark Couslneau

222 West Hospltallty Lane

San Bernardino, CA 92415-0018

-838-

NOU-B4-2082  15:45

"
)

BB e

State Controller‘s Oﬂloe FAL I
Division of Accounting & Reportlng
Attention: Michael Havey, Bureau Ghief
3301 C Street, Room 500 :
Sacramento, CA 85816

Education Mandated Cost Network
C/O Schoal Services of California
Attention; Dr. Carol Berg, PhD

4121 L Street, Sulte 1060

Sacramento, CA 25814

E-8. - |
Department of Education
School Business Sarvices
Attention: Gerry Shelton
1430 N Streset, Sulte 2213
Sacramento, CA 98814

San Dlego Unified School District
Attention: Arthur PalkoWrtz o

.......

California Teachers Association
Attention: Nancy Shaffer

8 Red River Court .
Sacramento, CA 95831

128
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MAXIMUS

Attention. Allan Burdick

4320 Auburn Blvd., Suite 2000
Sacramento, CA 95841

Schools Legal Service
Attentlon . Peter. Carton.

Bakersﬂeld CA” 93303 DA4B

Caost Recoveny Systems
Attentior:. Annetie-Chinn
705-2 East Bidwell Street #2594
Folsom, CA 95630

David Wellhouse

David Wellhouse & Assoclates, Inc.
8175 Kiefer Bivd., Suite 121
Sacramento, CA 895826

- County of Placer
Attention: Leslie Hobson
175 Fulweller Avenue
Auburn, CA 95603

California State Association of Counties

Attention: Steve Kell
1100 K Street, Sulte 101
Sacramenta, CA 95814

Joseph Mullender, Jr.
Attorney at Law

85 Rivo Alto Canal
Long Beach, CA 80803

William D. Ross

Law Offices of William D. Ross

520 South Grand Avenue, Sulte 300
Los Angelea, CA 280071-2610

B-8

‘State Controller's Office
Attention: Jim Spano

300 Capitol Mall, Sulte 518
Sacramento, CA 85814

Lol ) e A -y A A

DEPT OF FINANCE EDU UM

- Dauer & Thompson

Attention: Paul Dauer
3455 American River Drive Suite C
Sacramen’co, CA. 95864

Ban Jose Unlfled School! District
Attention: William Doyle

1153 E! Prado.Drive..

San Jose, CA 85120

Best, Best & Krieger -
Attention: Jack Glarke, dr.
3750 University Avenue

‘Riverside, CA 82501

Lozano Smith
Aftantlon: Laurie Sievenpiper
285 West Bullard Ave., Suite 101

Fresno, CA 93704

L6 Angeles County Auditor-Controller's Offlce

Attention: Leonard Kaye, Esq.
500 W. Temple Street, Room 603
Los Angeles, CA 90012

Spector, Middleton, Young & Minney, LLP
Attention: Paul Minnay

7 Park Center Drivea

Sacramento, CA 86825

Centration, Inc, '
Attention: Andy Nichols, Senior Manager

12150 Tributary Point Drive, Sulta 140

Gold River, CA 85670

Riverside County Sheriff's Office
Attention: Mark Sigman

4095 Lemon Street

Riverside, CA 92501

Shields Consultihg Group, Inc.
Attention: Steve Shlelds

1636 36" Street

Sacramento, CA 95816

129
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County of Santa Clara , .

Controller-Treasurer Departﬁ'iént T R
* Attention: Ram Venkatasah' ' ‘ ‘ - S

70 West Hedding Street, East \ Wlng 2n Floor -

San Jose, CA 85110 . it ey

[ declare under penalty of perjury under the laws of the State of Calffornia that the fore
true and correct, and that this declaraﬂon was éxecuted on October 28 2002 at Sacramebﬁo

California.. - . &

*Jenmfer Nelson

_840_, ' 130 | TOTAL P.BS
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11330 Sun Cr.mer Drwe,
Suise 100

Roncho Cordovs, CA 95670
m G)669-DBB8 Bus

(91 6)-669-0839 Fux

]BQD Porl Maring Drjve,
‘Suite: 200

Reddding, CA9600)
(530)-24 1-D767 Bus
{530)-2471-920% Fox

NOU-@7-2882 15:59

EXHIBIT D

RECEIVED
NAV 07 2002

November 7, 2002

Shirley Opie, Assistant Exeoutive Dirsctor

Commission on State Mandates C‘OMMISSION ON

950 Ninth Street, Suite 300 STATE MARN NDATES

Sacramento, CA 95814

Re:  Proposed Amendments to Parameters & Guidelines for Mandme
Reimbursement Process, CSM 4485

Dear Ms. Opie,

After reviewing the Department of Finance's (DOF) comments on the above -

referenced matter, Mandated Cost Systems, Inc. offers the followin g comments:
Part VI, Claim Preparation & Submission

Item 2.

We disagree with the DOF comments to amortize the purchase of a fixed asset
over the useful life of the asset. These vosts are rocognized as an expense in the
year purchased and therefore should be claimed fully in the year purchased. In
addition, we disagree with the DOF assertion that no demonstration hag been
made that equipment or fixed assets are needed to prepare mandate claims, This
is not true. In many school districts, full time or part time employees are
assigned data collection and/or olaim preparation duties, Congsequently, their
equipment (computer, ‘desk etc.) or a pro-rated portion would be direct expense
of this program and subject to reimbursement under this program.

Ttem 3.

We disagree with the DOF staternent that trave! is not necessary to perform any
of the activities under this mandate. This is not the osse. Under the
reimbursement claim component, travel to and from district offices and school
sites are necessary to train staff on what is reimbursable and the documentation

_ needed to support claims. In addition, travel to out-of-district training workshops

put on by our firm, School Services of California and the Mandated Cost
Aocademy regarding what is reimbursable and how to document costs properly is
another trave] expense that would be reimbursable under this program.

Regarding the test claim component, travel to and from Commission on State
Mandate hearings would be a necessary travel cost to prosecute a test claim,

Item 4.

We dis: disagree with the DOF comment that training is not necessary and required
cost of this program. Absent effective training of staff, the accuracy of claims
would be seriously compromised and disputes between claimants and the State
Controller’'s Office (SCO) would escalate, Training is a required cost that is part
of the internal controls needed to ensure successful olaims are submitted.
Therefore, training would be included under the Reimbursable Activity language
of “All costs incurred during the period of this claims for the preparation and
submission of successfill reimbursement claims to State Controller are
recoverable.,.”
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Shirley Opie, Assistant Executive D:reotor . .
d Png l’ I‘VD :

et 1

e
'\rk ¢

Part XIf Supporting Datai

The DOF comments regardmg striking the reference to “h'ammg packets with
and logs of attendees” and “declarations” makes no sense, The mdt’ accuratel ‘
documentlng training costs is via 4 sign-in shest that documenits all attendees% 0
" the d&hpH of the trammg' segsion, The trammg packat doctiments: ‘the top:c/subje, ,
"t tiaifiing and i§ offfical t boftdborate the topic. ' Reghrdingdeslarations, thxg"’f'
‘ dooumentation i part of the cument Commission on State Memdaies bcule »

SuppomngData, and should*ibt B8 removed; w7

Pa.rt VII Offsetting Savings nnd Oth,er Reimbursements: ..

)
o
FER RN

) ] OF o “emts in this saotxan should be reJected If and when specxﬁé# ] ng ;
- revERlE s provided Vit m’ai‘muz‘:ll bhdget Bét or other men.ﬁure* the guldehnes NoUIALh

:u % o,

‘modlﬁeda thgfti‘“" BT oo

i |

THis p‘ropos"fd ohange 1s t b:vagU ‘;agree 8 clpmfinahp :
is needéd; Howaverito dc-th:& ”pr rp § ardomprehansive rewg n
schoo] dxstnct revenue sources and & determmanon made ag to whioh, one$ )

H,J

’ T et : i 0
. ; ; .,PFT, % “A 15 I‘, : :
.Ap ndix C ‘however does “fiot 6! néam thxs list but oontains 8 plmable Gove
’ Cod; ‘Saotions ) 3 S SR g

Sincérdly, . B -
[T o ; :
" Ste\}e Sriith e oo
| cc:M-anmgList S
! Ne v ' | | ."‘ |
-842- 132
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Attachment 1

Scfiool Mandatod Cost Manual

g TableG Offset Agamst Stata Mandates Examplez
Program Actugl Local . State, . Offset Against ' Claimahje
Costs Assigtants Mandateq ' 'State’Me ndated . ‘Mandateq
A e Revenuss - - -Cosg’ '~ 7 Claim " costs o
“ ,$1‘o‘o"bob 82, 5Q0‘
‘ po 2500;
1500 S

h asslsts veniie ‘Source chliers
ely cuvered,,__TS% Df the 52,500 state mandatad

If in (3 Ylocd] asslstanioa: revenues éra les t an“the amaunt expeoted beobuse un|y $60;000 of
the"§100/000" piogHam. Gosts ‘wihé' detérmined 16 b Valid by the sontrabling ‘i
proportionate share of state mandated thits i€ likevilse reduced to 1,560, The offsat
state mandated claims Is $1,125. Thersfore, the claimable mandated oosts are $375.

6. Federal and State Fundmg Sournes e 5
The Ilstlng In Appendlx C Is not incluslve of all fundmg sources that should be offset agamst
mandated clalms but contains some of the more common ones. State sohool fund apportionments
and federal aid for education, which are based on average dally aftendahoe and-aré pait of the
general system of financing public schaols ag wall as block grants which do not provide for specific
relmbursement of costs (l.e:, llodatlon formulds niat tled to expendlturesS shibdld net be Inciuded
. as reimbursements from local asslstance revenue sources,

T

7. Governing Authonty . o . . -

oy . . . ' en

The costs of salarles and BXpanses of tha governlng authority, such as the school superimendent
and governing board, are not reimbLiFsab|e: Thest are ocosts/of gehardl govetiment ae’ désaribed
by the faderai gqidaline enfitled. "Cost Principle and Procedures fo Establishing Cost Allocation
NS and 1t gt’Cost Rafes for Gra'ts‘ and Cohtracts wx ith'tHe Fadaral Govwnmept," “B7,

" : N w P : .
M(e\llewed to deterrnlne If the olalm was prépared In aocordance
djustrierits arg hadeto a1 ‘olaln, the clalmaht wlll receIVe 2
ihg &tjustmsnts mads by e SO0, ‘

e Lt ' o p

ihie-
~ with'the oIaih‘unﬁi S{utor
“Notice of Elaim Adjustments" dst“__

8. Audit of Claim by State Controlier's Office s e

The SCO has the authorlty o audlt the records of a ulalmant and may reduce any claim whnch ls
defétiined by the" EC0 to b c ExoBEslve o unreabnable; The claimant has thé tesponslbllity of
reta(ning, fa a”peﬂod of‘tiuo yeart .féﬁer thig: end bf the calendar il int wHigh thé relmbulitseitient -

E ) ippor frefits (bboks of origiiial. ehirygéneral<and
subE|diary Tédgdra: purchase oFdErs; lnvmoeé “BHAGBIEE Wartants and Vro[l records) Ty '(hose
instances where na funds are appropriated for the program for the fisial Yéar, whish the olalidls
made, the tima for the SCO to intiate an audit commencs to run from the date of inltial payment of
the alaim. The olalimant also has the responslbillty of organizing the clair, sUpporﬂng Work papers
and source dosumens In & manner, which.pravides the audlar with-a;olear. pudit trall. from the olaim
to supporting dooumante,

o
- i
3.
47;'
=
(D

S

T e Lo e
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- | | Attachment 2
~State of Califerni> . . - School Mandated Gost Mantial

C. GOVERNMENT COD,E SECTlONS“17500,,17616

.....

Gc: §17‘5u0' ‘ Leglsl ’_}\fevf ndrngg ] g daclaration,
The“'LagislatUre finds and deoleres gh,%,the ‘exlsting eystern'xfor relmburslng looal agencies and sohool
dlsl;ricts for the costs tate-mandaled lpoal programs hagxnot providad fep the effective determination of
ther etates responélb § under Secﬂon g of Artiole X IB of the Galifernk nstitution, The Legislature
”prooess fo adequatél and consistently resolve the
oamplex legal questions involved In the: determlnatlon 6F. state-mandated Bosts has lep to an increasing -
fellatice by |obal “dgencled End “schod! - districts “on 'the judiclary dnd, therefas, ik order to relieve
unnecessary cengestion of the juqrcieL gystem, it s necessary lo oreatea rnechanlem which is capable of
. digl rgvldlng ffer f 'lv[ng disputee gver the

al It ls th aciing this part to

providefor the [Mplementation of ‘Séctian & of “Aftisle” XIliB -of the Callforia ,Conéthutlon and to
consolidats the procedures for relmbursament of statutes specified In the Revene and Taxation Code
with,those. jdentfed «Mr’lhﬁ, anstitution. Furiher. the Legislature.intends. that the.Commisslon on State

8 gua

Mandale: 1) idiolal bod il ecst N & deliberatlye manner-in eeeerdeﬁ,,, ;W,Ith the,requirements.
of Seetion.6 of-Arfcle XIllB of the. Caliiornle consﬁtu{ian - .

GC §17510 " Gonstructionof part

Unless the context otherwise requires, the definitions contalned in this chapier gavern. 1he obngtruction of
this part. The deflnltlon m’ a word appllee to any varrante therenf and the eingu ertense of g w::rd Includes
the plurél;

GG 5‘:17511 " “cityr EERE ':' L o
" Dlty’ means any city whether general law Br cherter. exoept 8 eIty ahd county. -

GC §17512:  “Commission” - ' T \
“Cemmlselon" means the Commlesron on State Mandates.

ac §17513- ", Wgost Mandated by the federal govarnment"

"Cee‘ke mandaied by the federal geyarnment" means any rne,r sed costs’ ‘nn ed‘;by a Iocal agency or
sohool disthidt after Jantiafy 1, 1873, In order to cormply with the requiremisits of &' federal sfatute or
reguiation. “"Costs mandatad by the federal govemment"‘rnc\udes gosts resulting from epa nt of a
state law or regulation where fallure to snact that Iaw bF Yeglilatisn to st $péaifis federal ram or’
seryloe requirements would result:in substantial. monetary pene[ties or legs of funds Ao, public or private
persons In-the statg, "Costs rmandated by. the federa| QDV$rnment" does-»notr,lnelqde .cpsts .that are
specifically relmbursed or fuhded by:the fa eral orstate: go\/emrne t or.prografng or.services, which may

he Implemented at the option af the state, local agenc:y, or sohoul d strlct

O R
AT

GC §17514 “Costs mandated by tha State"

.\ Nt .
"Dosts mandated by the -stata" means any .Innreaeed eosts 4Wh|0h a R[alel:] agency ‘or- schoel dietrret 18
requlred doinaur efter-duly 11:.1880, as aresult-of-any statuts. enecied on or after January 14 1878, or any
exgoulive orde Implementlng any s’r,a’cqta enactsd: on- -or.after- January 1 1975. whioh mendatee a new
~program. or; hig[ﬁer ieve of service of.an exls’;ing progrem withm the meenlng of Sectlen 8 of Art!cle xns
of-the: Caufornje Donst;tufien. L , R PO

e R v
v Co -

GC §175’15 V “county"

“Colnty" Mésans ary chartered of géneral lew eeuh’ty "Ceunty" rncludes g olty and bounty

Revised 09/02 " AppendixC, Page 1
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State of California : _ Schoo| Mandated Cost Manual

- GG §17E16:  “Executive Order”

““Executlve order” means any order, plan, requirement, rule, or regulation lssued by any of the following:

(a) The, Governor, (b) Any officer or officlal serving at the pleasure of the Governor, (c) Any agency,
department, ‘board, or commission of state gavernment, "Executive order” doss not Include any- order,

plan, requlrement, rule, or regulation issued by the' State Water Resoutees Gontrol Board -or-by any
reglonal water quality control board pursuant to Division 7 (commenoing With Section 13000) of the Water
Code. it Is the Intent of the Legisiature that the State Water Resources Control Board and.regional water.
quality control boards will not adopt enforoement orders against publicly owned dischargers which
mandate major waste water traatmant facillty aonstruction costs unless federal financial esslstance and
state flnancial assistance pursuant to the Clean Water Bond Actstf 1870 and 1874, is simultansously
made avallable, "Major' maans slther & new treatment facliity or an addition to an existing facllity, the cost
of which Is'in excess of 20 parcent of the cost of replaolng the facility. ’,

. GG §17517: - "Fund"

"Fund” means the State Mandates Claims Fund.
[

‘GC §17518:  "Local agency”

"Local agency" maans any-.olty, county, spaulal district, authority, or other political subdivision of the
state,, .

GC §17519;  "School district"

"Schoal dlstrlet" means any sohool distriot, communlty college district, or sounty superintendent of
schaols. 5

GC §17520;  “Speolal district®

"Speclal ‘district". means’ any agency of the stata, which peﬁorms governmental or proprietary fiunctions
within limited boundaries. "Speclal distriot” Includes a redevelopment agency, a Joint powers agency or
entity, a county service area, a malntenance district or area, an jmprovement dlstrlol or improvement
zone, of any other zone or area. "Special district’ does not inclids a clty, & county, a sohoal district, or a
communlty college district.. Caunty free libraries establishad pursuant to Chapter 2 (commencing with
Section 27151) -of Divisipn 20 of the Education. Cocle. arsas recelving county fire protection- services
pursiant fo Section 25643 of tha Government Code, and, pounty road districts established pursuant to
Chapter 7 (oommenclng with Seotion 1550) of leslnn 2 of the Streats and nghways Code shall be
coneldarad "epeclal districts” for all purposes of thls part,

GG §17521: “Test clalm"

“Test claim" means the first clalm including claims jained or consolidated wlth the first claim, filed with
the oommlssmn alleging that a partioular statute or executive ordsr lmposes costs mandated by tha state.

GG §17522:, Definitions ., . ‘

(a) "Initial relmbursement clalm" means a clalm filed wlth the Controller by a local agenoy or school
district for oosts.to be reimbursed for the. fiscal years speolt"ed in thefirst statute that appropriates funds
for relmbursement of the mandate. (b) "Annual rélmbursement claim” means .a olalm for actual costs
inourred. in a prlor fisoal year fled whh the Controller by & local -agency or school district for which
appropriations are made to-the Controlier forthls purpose. (o) "Estimated relmbursement claim" means 3
claim ‘fled with the Gontroller by & looal ggenoy-or schooj, district-: In-conjunction with an Initlal
reimbursement clalm, annusl reimbursemant olalm, or at other times, for estimated. oosts to : be
reimbursed -during the ourrent or future flsoa) years, for which- appropriations..are made to the Controller
for this-purpose, {d) "Entitiement claim" méans & claim-filed by a local agenoy or school disirict with the
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" Controller for the purpose of estahl!ehing ar adjusting a base year entitlemant::All entitiément claims are

subject to Sectmn 17616

GC.§17823:  "Deflator"

“Deflator". means the Impllolt Price Deflator for the Costs of Goods and Services to Governmental
Agenoles, ag determined by the Departmenf of Finence. : A

GG §17524: _ “Base year entitisment?” )
"Base year ‘entitlement"  meang, tHat - emount delermined 1o be'the a\Jer‘age for the appro
relmbu‘r‘é‘ement ol8ims ef each local age y or school dletrlnt for the three | ,,;___ng fls’ al years adjus

by the'changs in the deflator. A base e renﬁtiement shall Aot include any n
costs inourred by a local agency or schoal ‘diatrict Ih any of thase three fiscal years. For thése marndates
whlch become operative on January 1 of any year, the amount of the "approved reimbursement elmm" for
the flrst of the three years may be computed by annualizing the amount claimed for the six-month perlod
of January through June in that first year, excluding nonrecurrlng or startup oosts,

GC §17525:  Members: Term and per diem for specified members.

(a) Therels hereby created the Commission on State. Mandates, which shall sonsist ,pf sevan members
as follows: (1) The Controller. (2) The Treaslrer. (3) The Director of Finance. (4) The Direciar of fhe
Office of Planning and Research. (6} A public mernber with experience In public finance appointsd by the
Governor and approved by the Senate, (6) Two members from the following three categories appanted
by the Governor and approved by the Senate, provided that no more than ohe member shall come from
the same category: (A) A clty councll- member. (B) A member of a pounty or clty and county bpard of
suparvisots, (C) A governing board member of school district as defined In Section 17518, (b} Each
member appainted pursuant to paragraph (§) or (8) of subdivislon (a) shall be subject to both of the
following: (1) The member shall serve for & term of four years subject to renewal. . (2). The member shall
recelve per diem of one hundred dollars ($100) for each day ectually spent in the discharge of official
duties. and shell be reimbursed for: any actual.and: necesaary expenses mcurred in- conneo’uon wlth the
fihe, cammlselon . .

GC §17‘526,: Dpen Meeimgs Executwe essnons

e_ open to lhe publi cept that the commrssmn may meet in
ment or diemissal of

to hear .complalnts or. ch ‘brought against = memper, officer, or employee of the, commisslon... (b)

onrecurring of Initial startip

ers or. employees of the cnmmlsemn or-

83

The commission shall nibat at least onoe evary month, (o) The tsme and place of meetlngs may.be set by .

resolutian of the commisslon, by wrilten pstltion of & majority of the members, or by written oall of the
ohalrperson, The chalrperson may, for good oauss, change the starting time or place, reeohedule or
cancal any meetlng (d) Thls seatlon shall become Operatlve on .July 1, 1888.

N

GC §17,527. . Powers of COmmlssmn o

In carrying out its duties and responsibilities, the commission shall have the following powers: (a) To

examine any document, report, or dats, including computer programs and data flies, held by any local -

T (C) AS

yote of the oammlsslen.
1. oF books, recerds, p,
,,ntreet with other agenties or

istrict. (b),

promulgete
BPDroVAl of the Office of Administral

‘ Law puréu'ént "td‘, lelons of the Admlnleiretive Prncedurel
Act provided fof in Chapter 8.5 (commencing with Section 11340) of Part 1 of Divislon 3 of Title 2, (h) To
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e

do any and all other ectlons necessary or convenient to eneb|e it fuIIy and adequalely to perforrn its dutiee
and o exeroise the powers expressly gratited to It E oo

GG 517528. . Electiun of Ofﬂoers R a T T

v

The members of 1he cdmmlsslen eha[l elect a ehalrperson end 8 vlee-ehalrperson 01 the oommiss|on.

GC 517529 ) Appurntment D* Attorney' Dutres

.':l ;

The commission may appoint as attorney to the eommlsslnn an attorney at law ef thls state, who shell
hold office at the pleasure of the commission. The sttorney shall represent and appear .for the
commission In &ll actions and proceedings invelvirg any questiori under:this: part or under any ‘order.or
act of the commission. The attorney shal| advise the commisslon and each member of the commisglon,
wheq a¢ r‘equested in regard {0l "matters' in-connaction With the powers and ditlés of the’comhqisslon
and the membars theréof. The atforney'shall yererally perform all dutiés and serwees ag attorney to the
commisslon, which the commisslon may requrre

51

"6 §17580: * Appbinithient &¢ executive ‘dirdetor: Duties

The sommission shall eppelnt an executlive direcwr. who shall be exempt from civl! service and shall hold
ofﬂee &t the pleasure of tne somimission; Thi ekesutlva direstor shall be responsible for the exacutive and
v ' issicn: &fd 'shall ‘ofganize; cosrdinate, supervise, afid ‘direct the

i

nd - Expedite ‘all métters withiln the Jurredle’non of ihe
a'flill néi true reaerd of &ll proceedings oftfie coinfhisslon,

in st

cle] 517531. B Authority of exe, utlve dlr‘e u'empldy necessary staff

The exeeuﬂve direnior may embloy those efﬂoere, examinets; experts etetlsticlans. aocuuntants
., Inspeotors; dlerks, BAGF émpiloyees dg'the eiéblitive dirsctor-deems nedessary 46 carry out the- prcv;srcns
ef thls I or to perform the dutles ehd exEroise the poWers oonferred upon lhe aommlssron by tew

GC §'Ay7582‘ Qunru '.'!Investlgatlons. mquiruee, end hearlng

A i arlty of ‘the cemm‘ieelonere shall eonstltute & quorum for; the traneactlon of any buarness, tor the
perfermanas:of any duty, or for the exerolse of any power.of the cemmlsslon Anymveetlgatmn..lnqur[y, or
hearlhg which the commission has power-ta undeartake orio hold may be undertaken or.held by or before
@ny Borrfrilssioret brcomimissionars:designated for the purpose by the commission. The evidenoe In.any
Investigétion, Inquiry; or hearing may -be taken by the *commissloner or. commissioners. 1o whom-the -
Invastigatior, Inquiry, or-Heating has-been assigned or, In+hie or her-or. thelt behalf; by an exeminer
desighated fof that “purpose, “Evéry' finding, opinicn;- end: order. made .by- the - cemmrssioner or-
commissloners so- tesignated: pursuantstathe Invee’rlgeﬂen, inquiry; or hearing, whep. approvea or
oonflened by the commilasion and: ordered flled in. Its offlce, shall be deemed to be the.finding, opinlon,
and order of the camm(ssion PRI L . .

T s " i e PRIt

GG §17533- v Provrerons fot’ apphcable to. heermg by cnmmrssron

thwlthstendmg Section 11428.10, Chapter 4.5 (commenaing with Seation 11400) of Pert 1 of Dnnsron 3
does not apply to a hearing by the oommlssron underthis part, - . o caL

.

GG §1 7'550 Relmbursaments of local agencres and school disiricts ‘ . j "

Relmhursement of Iecal egeneles end‘» schoal; dlstrlcts fer, aeete mandated by the state ehall be provlded
pursuant to this chapter, ‘
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GC §17551: Commission hearing and dé&isipn upon:ciﬁim; E

-1
i

(8) The commission, pursuant to the provisions of this chapter, shall hear and decide upon g claim by e
local agency or school district that the local agenay or schoo! district s entitied 8 Be reimbursed™5y '{he
state for. oosts; mandated.-by. the stats as required .oy Spctlon.6 of Arigle -XINIB of the California
Conatituion. (b} The commission, pursuant to the provislons of this chapter, shiall fiear and dsolde upon
a clalm by a local egency or school district filed on or after.January. 1, 1888, that.the Controller;has
incarrectly reduced payments to the local. agency or sohool district pursuant fo paragraph’ (2) of
‘subdivislop (d) of Sectlon 17564, .- - . . KER - , e

. IN} . . N M Ly

t

» e Tt I b I e e T ey
‘GC §17552: - Exclusivity of procedure by chaptef-:: ... . - B
e el CTT T T T e e SR e
- Thig. ohapter sha| xprwld@ the gple and.exalusive ‘procedure by.which a Iogal.agéicy or schod| district
-may claimsreimburaement forcosts mandated by the state as reguired by Seetion 6 of Artiolg XHIB of the
Califarnie Constitution. o e ot L. '
-@GC §17553:  Adoption of procadure for.receiving.claims and- providing hearings: Fostpo_'n‘e;ment;
~of hearings’ o
g T gtk e T Ve gy
(8] The.cammissloni shail adppt procedures for racelying claims pirsusht o,
-hearing -on, those ,oleims, Tne :hearing propedure. she|]. pravide. for; pr
olalmant;the- Bepartment of Finance, and. any ;ather; affected d
Intergsted ,person, The ;procedures. shall ensijre Ahat:a. st
. monithaaafler recelpt of a test clalm, when a datermin

k S ~m H h
upan rant.of the
rﬁd&é,"umn

the next scheduled hearing. (b) The, propedures adopted.by, the.commission.pursuant to subdlvision.(a
shall Inolude the fbllowing:g (1y P'?b‘vlé’lbr?""?df acu'é'p’cghk':"e' of more ttggw ohe %lg*lr{i? on the same s"“t%’c‘e"u)r'
.. exebutiveordsr relating o the, same. statute or exeputive -order. flled with the,commjission;;.and, .absent
- agresfiient by. the:test alaimants to the contrary; to.designate the:first to flleias fhe lead test dlaimant: (2)
Provisloris for -consalidating: test :claims relgting .to_the same statute or exeputive..ofder.filed with the
commlesion with time limits that do not exceed DO days from the inltial fillng for consolidating the test
claims and for claimants to desigriate-@ single .contafor, informatien regarding -the {est-olajm, - (3)
Provistons for olaimants to designate a single claimant for & test clalm relating to the same stafLite or
exooltive order flled:with.the: commisslon; withAima limits that do-notiexceed B0 days:frotm thednitlal-filing
for-making-that:designation. :(a)'if & tdmpletet t&st-clalm:ls. notrrecalved by the-commissian:within:30
talendar days' from the:date that &fi Incomipléts test dléim was:raturned:by:the: commisalon;ithe -original

" test claim*filing date:may b&'dlsallowsd, &nd'a newitest tlaim-may,be accepted onithe same:statuiewor-
‘exedlitive -ordaf (d) In"addltien; thig Ebmilsslan: shall determine, whether.an‘incorraat:reductionsalalm ‘s
“complate withini-10 days” aftarthe daté-that the-incorrest -reduption claim Is-filed. If. the :comimlssien
detdfminies tHat an incorfect téduetion dlaim-is not;complete, the commission-shall.notify the local .agency
and-scfGol digtriet that fléd the oldim &tatiify ttia #asons that the.plaim:is not-epmplete: The lopal.agency

or sofioel distriot shall-bals 30 dayé 15 domplete the ‘claim. The commitsslon-shall serve. a copy ofithe
gomplets |ncorrect reduction clalm on the Controller, The Caontrolier shall have no more than 80-@ays gfter
the date the claim Is dellvered or malled to flie any rebuttal to an Incorrect reduation claim. The fallure of
the Cantroller to file a rebuttal to an.incorrebt retiustion olaim:shallinot:serve 1o délay the copsideration of
the,;glajn? b_ywth_ga' commisslon, ‘

I WET D &

GG §17654;: Commission's authorif'y to expedite dlalm * . .

. With the agreement of allpaities ‘to*th& ‘oldlm, the-‘commissicn: may .walve  the: application: of~any
recedural reguirement imposed by this chapter or pursuant to Section 17553 In order to expedite action
6fi the élaim, The dltharity Sranted By this settich irdludes the’ coRgolidatonaf clalins aridthé shortéhing

of time pariods. .
Ré“%iiééﬁ'nglﬂ?.” T - Ap'pend“li C;-Page §
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- GC §17555~ Date for public hearlng Test clalm form and: prucedure

{a) The oommisslon within 10 days after recelpt of a test clalm based upon a statuke or exeautive ordgr,
shall set a date for a public hearing on the ciaim within 76 days. The test claim may be based upon

. eslimated costs that 2 looal agenoy or schobl distiict may-Incufas & result:of the statuts or exadutive
order and may be flled 2t any Ume after the statute is enacled or therexeoutive ofder is/adopted, The
claim shall be submitted In a form prescribed by the oommlsslnn Aftar & hearing In whioh the claimant
and any olhér intetested organization or-individual méy partlclpate, tpe commisaion shal| determine If
S there are ‘costs mandated by the stéta; (b) Th]s sec’tlon shall become operatlv«a on July 1y 1996 ¢ ‘

GC §17558' Griterla for not f‘ndlng costs mandatad by the state -

The commlsslon ghall nut flnd oBste mandated by the state 1% deflned ln Secﬂon “l7614 In any: dlaim
- submlttet by a laca| agendy or sshool distfict; If; after hegfing; the commission finds that: (a) The: olalm -
Is submitted.by & looal adenoy ot schoal district Wwhich requested leglslative authorlty far that local agignoy
of sehoal disfilct-to Implément the* pfograrii spedified:I the Btatute, and that gtatute. impéses tdsts Tipon
that!jooal. agendy or schod! district faguesting theJeglslative authority. A regolutlén. from‘the govefilng .
body or a:étter from a.delegated- représentative of the geverning body of a (adal agepoy or' gohoal district
whiich:requests authatlzatlon foi-that ocal” ‘agenty or-sohodl ‘district-4o \mpletent a given piograrm shall
consfititea request withinthe°meaning 6l this paragraphii(b) The statute-or executive order affirmed for
the state that whlch had been dealarad exlstmg law or regulation by: actlon of the boUrs, L(o) he stafute or
government, unless the statute or executive crder mandates oosts whlch excaed the mandats In that
federal law arregulation; (d) The ldbal agenay sr:sohool- district hag: the'altharlty to*levy sérvide charges,
fees, or assessments suffisient to pay for the mandated program or increased level of service. (e) The
statu}e of exeolitive order provtdes for offsetllng savings to'jocal agencte i §6hod); diétnc-ts Whid| -
i ) friot ‘Inoliides: additional’ revienue « | “Was
olent Eo fund the cost of the

SN

'fe M‘lﬁeirﬁiﬁﬁ rséiment; "Péra'fﬁéfér's' and -

‘ duidelines

(a)" lf the commission détermines there ars costs mandated by the Btate pursuant to’ Seclion 17565 It
shall determine the amount to be subvansd to local agencles and school distficts for rélmbursemaht: In
so doing It shall adopt parameters and guidelines for relmbursemant of any claims refating to the statute
or executive order. The suocessful test clalmants shall submit proposed: paraniaters and-guldelines Withir
30 days of adoption of a statement of decision on a test alaim. At the request of a sucoessful test
claimaht; the compigs) ay prnvide for one or mors exignslons of this '30~Hay parlod at*any“time prior
toits adcpﬂon ofthe @ gtérs and guidall .'If roposed parame&ars and g B8’ Tot slbiitted
within the 30-day perlod and the commission hag' not granied 'af" extéridion; tHen the comrissién shall
notify the test claimant that the amount of reimbursement the test claimant Is enfltied to for the first 12
months of incurred costs wlll be reduced by 20 percent, unless the et olaiménit 8an demonstrate t6°ths
commission why an extenslon of the 30-day period is Justifled. A local agenoy, scheol

state.may file & cfai ‘ 5 i ‘ Ity Iameht i

which p e provided |n ths annal Budge! Act, A test U|E|l’ﬂ shall be submitted on or befora
June 30 following a fiscal year ih order to estabiish a\lglblllty for rélmbLirsémient for that fiscal yéar. The

Revised 09/02 . . ' : Appendix C, Page 5
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clalmant may therealter amang the test claim .at any time priorto a- commissien hearing“on tha, olalm
without affeclrng the orlgmal flllng date as Iong as the amendment substanhally relates te the orlglnal teet
clalmf S < - i g & W T

o o e 'UI [ “.'"VK(L’ v L ...| “4 “l-‘ N i
Gc §17558. Submlsslon uf paramsters and gmdallnes to cOntroller. Tronsfar of olalrns.
claiming lnstrur:tlons AT ;
i ;4,
e oommlssrcn shall submlt the do {pted paramelers and guldellnep lo the Controller All clalrns
rélating ip e statule or axsoutive qrder that are flled, after the determlnetlon of’ the test clalm. purspant to
Section 17567 shall b transferred to the Controller who shall pay and audlt the olalms from funds made

avallable for that purpose. (b) Not:later. than. 80, days 2after-recelving the adepted ‘parameétsrs’and

guldelines from the commission, the Confroller shall issue olaiming instructions for each mandata that ’

requires state. rélmbursstient, to 888/8t. Jooa| agencies 'arid - school idistriota Inclaiming -008ts 4" be

reimbursed. inspregarhg-elaiming inst uctiong;‘the Cantrallerimay raguest the assistance of Gther; gtate

agenoles.The claim|ng-instructions :shal "bgdarived: from the statute or.ekeciitivé” drder oragting the -

mandate ‘and the:parameters-and guldelnes:adoptad; by’ the-commisslon. (o) The Controliersshal, Within

60-days aftar reoelvingi:revised adopted;
12, dlaiming Instructiongiprepare’ gnd :ague” feviged ~clgiming

instrulions far mandates that ‘réduire:

-850-

NOU-g7-2882  16:24 9166630883. . 98%

: agenoles,l (d) fl‘hls seotlan shall become operatlve onduly 1, 1896

aotlon*bu nt, 10, 8egtlon 17655 0. &ftér. anyrdeclalon of ordet-ofithe oornrnlsslon purauant/toTSeotlon
17851 n: prepqung révised olaiming Instructions, the’ ‘Qontroligrirviay raqueat the assls’tanoe ol’ other stata

[0 AR ARy Wit R

“GG §17558 5 Relmbursement olarm Audit' remlttanoe adv:ce.and othen.notloes of paymentf

CAE e

'(a) A relmbursement olalm for aotual costs flled b,y 8 looal ‘age nqS/ O, sahonl dlstrlct pursuant te thls
Y

subleot tollaudlt by the Controller Nno: Igter, then two,yeprs. after the enr;.l;of the
whloh he relmbur,sern t.clalmy Iaet amendeq, Howeyer
' t‘th .

i wrlking . witfiln a shance dvie
relmbursgemé{nt that resutss from an. audlt Slamehe B l;h‘lgg on _,l s e@lfy..theuol mieomponents
adjusted, the amounts ad)usted, and the reason for the : adluetment Remlttance advises and other rotioes

commenoe.ta fur i

\paramefsrs” andlguldellnes from the -commesion;.ot - ottiar -

of, ,pqym nt .apion.shall:not.constltute notlos. of, ad;ustrnenl‘, from ap audif,or, raview..(o (o ‘Nethinginahls

section shall be construed ta limft the acljustment payments when lnaccuraéres are. jetérmined to be
the result of the Intent to defraud, or when a delay in the completion of an audit is 1HE result of wlllful acts
bythe claimantarinabjlity to redch agreoment on terms of l’lna| settlernent (cl) This- seotlon shell beoome
operatlve on duly’l 1995 o “ : i

it ls the lntent of the Leglslature that the Oommlsslon on State Mandates rovlew ltsrprooess by vyhloh Iocal

agenciss may appeal:the redugtion of, relmbursemen% olaims:on fhe baslg that th

ot uotlon Is lnoorrect In
orderto provlde for a more expedltloqs and:less oooty prooess; ; - ST
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“may. flle &n estimated.reimbursement olaim by, January:15 of th
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the eofimlssion o hold anothér hearing regardlng the claim and may dlreot the commlsslan on'what basrs

g theolalmls to renevJe“a rahaarlng. ) TR ‘ . R—

. u&

e . wl o St e Lo B v

"GG §17560 "'Deadllnes furflllng relmbursement ulabms - S b

Relm bursemant forstate-mandated oosm may be ulalmed ah fulluws. (8) A, Iooa! aganoy Dl“ schnol distrjot
flsoal yearin which costs are to be
8

Inourred, arel; by danuary 415 following that fiscal year .shali file 2n
detalls the oosts actutily incurred for that.flscal year:-ort-may.aomply.with. 4

)i (B). A> loal* agenoy or.school. district:may,. by Janusky. 18.foljowlng- the flacal yaar-in wnlah costs_are
lnourred flle-an, annual reimpbursement gleln that detaithe costs actua[ly ingutred for.thet flscal yes {0
lnﬂWe .eventrevised clalming Instructions .are- lssued by e, Contraller. pursuant.to. sub (2
Saotlon, 47568 between Ootober-15-and January 15,2 Josal.agency .or schoo) d|$trlat fmng an annum

- reimbursemeant claim shall h;ave 120 days fol|uwing the lssuance dats, of thé revised, clalmlng lnstruotlons

toflle-a claime o 4 ar cam R

-

GC §17561:  Reimbursement of costs fnr state mandated programs

(a) The state shall reimburse each local agency and school dlstrlct For a1| voosts manidated by the -tate,"
as.defined In Seotion,475614.7(b)- (1) Fortheinltial fiscalwear during whioh these ,oostsrare Incurred,
relmburgement funde shallibe provided.as foljows: (A) ANY- statuie manqgtmg these oosts.shall provide an

“appropflation:tharsfor, - (B) Any exenutiVe grder mandating these costs shall- be aoonmpanied iy a bl

"d]sburé

s shall be Includad.in the

appropriating the-funds-therefor, or a!tematlvely, ar: appropr(atlon for the
at ltgm.of appnoprlqtjon in

BudgetBliifor the next succeeding fisoa)year The gxeoutive erder.shall

the:iContrslier may-pay the claims of-Jooal-agencies, and-school distriota: (2). In subseguent .ﬁscal years
appropristions for these oosts-shall be--Ingluded - in. theﬁ.annual Govemor‘s Budget..and..in -the
aceompanying Budget Bl In additlon, appropriatlons to ralmburse logal agenoles and schoal distriets for
continuing costs resufting from chaptered biils or exscutive orders for which olaims heve besn-awarded
pursuant to subdvision (a) of Sectlon 17551 shall be inoluded in the annual Governot's Budget end In the
acuompanylng Budget Bli| stibséguent to the-enactment:of the lotal goyerfiment claims -blll-pursuenit,to
Sedtioh17800 that nclitsE the ainouirits awarded:rélating toithese chaptered bllls ‘or:executive orders,
(o) The amount appropriated to reimburse looal agencles and school distriots for costs mandated by ihe
state shall be appropriated to the Controller for disbursement. (d) The Contrdller shall pay any eligible
clalm pursuant to this section within'60'days+&ftarthé filing-deadiihe.for-claims-for rejmbursetnentior. 15
days after the date the approprlatxon for the olajm |s effective, whichaver Is later, The Controllar shall

‘e"}'elmb SEmEnt fRds ’ul'é‘s or school Histrists If the costs of these mardatesdie not
"Id“"‘fH*eﬁMse oélleth the cobts bf these'mandates

FERall 18508 olaiming Instructitihis to:ttie relsVant: local
"the claimlh nstilictiohs ‘ehall- corigbitute' & fiotjés of the
ent olaims, 'baﬁed rupon parameter's and

ohwthe Mmeridats 15 appllaable shall Bubmit
430 daye ‘of thé'issuierte date fatthe. clalmlng
view the ‘Glalfning’ ingtristibhs ‘pursugnt to

sgion revisWs 1§ olalming: intristions for
chaol-distrittdoes ot subiilté claim
Sliant to'faviséd claiming strlistions,

‘that th' “t foligr (1§ ray alidlt the records 61 any.

nda‘ced ccsts, and (i may/ reduoe any

“the'Budgst-BIll orthat.appropriatiof in-any other-bll whigh Is Intended 1o, éarve é\s the. souree from which .

prerifurs, or payments. When disbursing.
Siitroller shall disblrse thern ‘as: followsy -

Revised 00/02 o T "~ Appendix C;Page 8
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- local agency-or school district shall submlt ks claims ag specified in Section 17560, The Controller.shall
pay these alaims from funds appropriated therefor, provided that the Contralier (A) may audit the resords
of any iooal agency or schaol district to verlfy the actual amount of the mandated costs, (B) may reduce
any claim that the Controller determines Is excessive of unreasongble, and ()<shal adjust the. payient
to correct for any underpaymente or overpayments which occurred In previous fiscal years. (3) When

paylng a timely flied clalm'fér inital reimbursemeni the Controller shall'Withhdld 20 pércént of the ardount

thevlaim untll the clalm 16 alditéd toVerify the' actual ‘amiint ‘of the niandetsd ‘osts. All “lriltial
ribiifsemenit claims fér &lls&al | 'years régiredto be flled-on thalr Iritial flling date fo a-state-mahdstad
looal"progrén shall-bé considerad’as ‘onedlaim for'the plFposs 6f oomputing afiy:laté algim penaltyi-Any

dlalm’ for inltia]. reimbuirsement fllaa fteF the' Irig teadiine &hall b, reducéd by 10 persent of the amount
 that‘Wisuld fiave beeh Hliowed had the oiéim been tmely filed, provided that-thé'amolint-of this* fetiustion
egd one thousand dallars {81, 000, The* ‘Coritroller may Withheld payment of-dny late“cldim
far Inltial relmbursement Uritll the figxt deddline'for fuitied clalms unless sutiiclent funts are avallgble to
pay the olain after all tirmely flled clalfs have bash pald: In no case shall a reimbursement elaim beé Bald

[f submltted more than one year after the fling deadline specified in the Controller's clalming Instriiétions

on funded mandates contained In a clalms bill,

AT

GC §17561 5 Payrnent of clalm wlth mteresl

”imbursement dlalin by the Cantroller shaﬂ inélLde acarued Interes’( at the
ARt FatE 1 the payment-|s balng made miofd’ thah 366 days:aftar-adoption
5F, In the tase. &f paymérit of '@ subseguent dlaim relating
he statute ‘of ‘@xealifive order. I, 1payrnent is%belng friade more thén 80 days after thé filing
f, or thd actig| deté of recsélpt of, the-subsequent'cléimiy whiohever Is later.in those, instances,
hall ‘bepiA16 Atorlg s df tha 366t day aftar adoption of the statewlds cost estimate for an initial
claimahid' 28 of the 875t ddy aftafthis fiing-deadline for, o actual date of recelpt of, the subsaquen‘k clalm.
whlchever is latar (b) This sebtion shall benome operatiVe on July 1 1996

GG §17561 & Payment R S B T

(a).A budget act Item or. approprlatlon pursuant to thls part for ralmbursement of clalms shall lnolude an .
amgunt ‘necessary fo reimburse’ any \nterest due pursuant to Sectlon 17551 B (b) This sec’clan shall
becume aparatlve of July 1,1988, :

Gc §1 7562' Rewaw Dflcnsts af state-mandated local program

‘.( ) The Leg!slature hereby ﬁnds and declares that the lnoreagmg sreyenue, ponstralnts on _sta .gn_d Jocal
govarnment and the inoreasing. costs of fmano{ng state-mandated Jngal programs ma}g qluatlon of the
cumulativeeffects of state-mandated: loca] -programs lmperative Acgordingly, it ts,H dnterit. of the
Leglslature to ,establlsh & method for. regularly revlewlng the. cogts of & mandéﬁ;ad ot programs, by
evaluating-the -beneflt of previously enacted manda’tes. (by-(1) A Statey atlon. . t local agencles
or azhember of the Leglslature may submit:a pmposal to the Legisl ]
madification of & statesmandated -loca|. program. 70 make, sUBh-8;pro :the“associaﬁon or- me ,bar
shall submit a letter to the: Chalrs of the Asaemblyuoommmee on uoat.Government and th ate

. Committee on Logal Government speaifqug ihe nandats and Eh' -Gpngams . and reoommen =Hfaf
- regarding the mandate. The;assoclation of. mempa sha}] ‘iqo)u&e in the,propqsal a[I lnformatlan
to the ‘coriclusians,.|f,the ohairs of the commlttees, li-edadqltionaha Iysis of the subm mitte

the ‘chajrs: may. refer the, proposal to. the Lepisiative, ,fmalyst{ 18 {
committses may refer.up to.a:total-of 10 of thege- proposals. it

year. Raferrals;shall be -submitted: to the -Legiglative Anaiyst 80
Leglslatlve Analyst shallreview and reportda; the l,egrslatu re. with reg
to the, .office-pursuant 4o paragraph (1% The T_egislaﬂve, Anaj, yat &
adopt, reject,or.madily the prapasal, The report.and radefimendations.
Legisiature by March 1 of the. -year. sqbsequent to.the te
Leglslative .Analyst- (3) The Departtent of Finance sha .review El statu 85 enacted eah, year. that
contaln provisions making inoperative Section 2228 or Sgction 2230 df he Revenue and Taxatlon Code

" Revised 08/02 ' ' ; Appendix C, Page 8
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o

+.0f, Septian, 17561 or Section 17885 (hat:have resytad. In costs.or revenue losses:mandated. by the state
that wers not identified when the statu;s.;‘wasz;ﬁn.ﬁii?t@i:‘ The revlew ,§ngjl;;ld‘entffy the cosls o _ﬁfue
losses Involved in complying with the provislons of the statutes. The Depariment of Finande shall also
‘review all stalutes enaoted each year thatsmay.sasult Jn. oost.savings, authorized.by the state,-The
Department of Finanae shall submit an ahnual report of the review required by this subdivision, togsther
withighie récsmimeridationg’as It may Heem appropriate,by-Oeoembar 1 of:each;ysar.(o) Itis the intent of
thelisgisiature:that theiAesambly Committesion Local Govarnment and:the Senats Committes.on L
- Govethment:hald a jolithégring each yeer-regirding the followngs(1) The reports. and recommendatior
supfnitted ;pursuant'to'subdivision. (b).(2) The. reports submitted puirsuant. to:Sactions*| 787 A7 800 and
17601::(3) Leglslation4s éohtinue teliminates; or modifies any provision.of law.reviewed pursuant 1 this
subdiyisién, The 1égislationimay be-by subject aren or byyear or:years of enagtment.. (d)-This section
shall betorne Gparative bnduly™t; 1888~ SR g sl g 4 G e
GG §17563: - Use of funds récelvedfor. . .

5 ; L e T RULEEY o " ,'l_.---,;.;:,,‘v: ) ".\‘,?ﬁd," g e ;e A'-',;-'v kE o PEE N . y"»;:\‘..";-;,:
Ariy-funds. received by:a docal apenayor s"tshoul.dlst_rjdt pursuant:io the previsions of this:chaptar may. be
used for any public purpose. a R T C

B WL ER

public purpose . -

GG §17564:  Filing of claims: Thresholdamount . .. . . 0w, g

(2) No.olgim, shall be made. pursiiantito. 8ectlons 17654 .and 17681, nar.shall any. payment beymade.on
olaims:submittéd.pursuantto Seotions 4 7551-and 1 7684,-unless these olajms exeeed.two fiundréd dallars
(8200),- provided-that & 0ounty superintendent.of:gchools. or county.may. submit -2 combinsd-ciaim on
behalf of schaol distrlots, directservice districts; of spegial:districts withi:thelr.county. if the.combined
claim exceeds two hundred dollars ($200) even if the Individual schoof distrlet's, diraot sarvice district's, or
speclal distriet's claims do not eath-exoesd two:hundred dallars. (200). The.gpunty.supefintendent, of
sahools or the oounty shall determine If the submission of the combined cialm is economically feasibie
and Shall be i"e'spoiﬁslbIé‘.'fdriidlébﬁnjﬂh‘g’ithe"ﬁfﬁﬁﬁéﬁﬁ"eaghis'qhbql. dirgct-service, of speclal distriét.“These.
combined olalfs ay B flsaieklyWheh: the county supgriiténdefitofsthools or the county Is tha flscal
agehtdor the"distriotsiiAll-subsbaunt-eldims Hagediigdristheisameimandatéishall ohly befiled in' the
.comblfd fotm. Ufilas ‘a*aH60! distriot; direat-service distiat sk spedlalidistict provides 4o:the: cdunty
superifitenderit of schiodls ok igauntyand«dthe Contidlier, atleast:180 days priortothe-deadline forfiling
the elaim, a written notice of its intent to file a separate claim. (b) Clalms for direot and indirect.costs-filed
pursuant to Section 17561 shall be filed in the manner preseribed in the paramsters and guldelines,

Lk

Ty,

© GC §17585: . Reimbursement of subsequently mandated costs
FIALE ST R R I R [ XU A R U I PR RNt B RN e

If .&:lodal agency :oria s bp idistriet; a':éf»its op‘tion;-aa‘hasufbb,e’,e,'n'-;i)ngﬂrrl,n:g';uagts. which:are s'u'b,se'qy:éﬁﬂy

meindated. by the.state; thé tate ¢hall réimbiifse the looal-agency-or. sotiool Adistriot forthosg . oosts-

incurred after the opetative date'of the mandats; - ;
GC §17567; Insufficiency of appropriation: Proration of claimis, i = ¢

In the event that the amount.abpropriated for reimbursement purposes pursuantto. Seation 17584:1s not
sufficlant to pay all of the claims appraved by the Controller, the Controllar ‘shall prorate claims in
propoitioh to- thetdoliat ampunt -of @pgraved. dairms tmely flled and .on Hand atithe timeé:of proration. The
Controlief Shall adjust prof il stipplementary funds &ietapprapriated for this' purpose.-In-the
gVeiit that-1hg-Qontrollerfifids- it -necessaty to-phorate “oldims-as: provided+by this-sadtion, €he-Gortroller
shia(l!Irfime dlataly feport thigBstion 4o thé Departmefit ofFindfcsyithsiGhairperson.ef the dolnt Leglslative
Budget Committes, dht the Chaliparabh & thié respebtive committeslh: eadhhouss of the Leglsiature
which conslders appropriatians In order te assure appropriation-of thess funds In the Budget Act.:ifithese -
funds oannot be appropriated on & timely basls in the Budget Act, the Controller shall transmit. this
Information to the.commission which shall Include these amounts in-tsireportto the: Legisisturé Bursuant
to Seotion 17800 to assure that an approprialion sufficient lo pay the claims |s Inoluded in the Iooal
i gnt ‘o8 “of other | gt cal govefiiment oléims bills FeglilFéd by -
ontrdliet ‘Shall fepbrt difetty s the

ment cleine blls of olner spropratlc 1 bile, T the "Iscal
17612 “haVé 'bdan Intfodlived A *the Laglslaturs the i G
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'of};i‘ll“perso“ of! th"‘ f

especﬂve oommlhae i ‘éaoh housé of the Leglslature, which consldsrs apprcpr[at]ong
a&liffiolent dppr riaticnlln tha olalms_hllls 3

: lf a Ioaal B ‘énoy or sohoul dlatt‘lohsdbmltsan ’n.therwlse valld relmbursement ola1m’to the @Dntrnllsr after
' ‘ “sp“eoif gt In"Sedt|bii 47580 ‘thie” Cantroller :shall ‘teducs the reimbursement: olgim® iri“an
él:t 10%percdnit'af. the amilirit:Whioh wallld-haveheen &llowsdihad the relmbursemenrit; Bldirn
rnv(ded that tha “amsint of: ‘thls redUGﬁon shall not akceed:drie. thousand “tdllars

4,001 s&'shall dralmbiltsatient dlalm ks pald whihilsisubmitted more thén oné year &fef the
deadlng’ speolfied In ‘Battior 17580, Estimatet-olainie; tht Ware.flled by: theidegdling: specified-Ir . that
sectlon shall bs paid in full before payments are made on estimated claims filed afterthe deadline: Ifthe
svent the amount eppropriated to the Controlisr for relmbursement purposes Is not sufficlent to pay the
estimated claims approved by the Controllar, the:Controller:shall prorate those olaims in’propeftion to the
dollar amount of approved claims filed after the deadline and shall report {o the commission or the
Legislature i the same marner as deséribed In Séatich 17666 in-order o assure appruprlailon of funds

suffioient to pay those claims,

GC §17570:  Annual report to Legislatura N A See
The Lepislative Afialy

st shall feviw ‘eaeh Unfutided statiitory er'réguiatory mandate forwhioh glaims have

$is|atiirs “plrsuant<'to @ slainie blll.~during™the- prededing” Hsbal. yaar.

jig{ative Ariglyst to*eliminte oF mbdlfy the mandates $hall be oonttined
ared 'by’the Leglslatlve Analyst. } a

p T y shall.
issusd fby the Gontislier o any cthar -utharizadfstate 8 eney formimbursement ,of mandated costs, {f-the
commlgsion determings th .the.,nlahnIng.‘.!nstruotlonsa o:net conform:te; tha,.parameters. and gqldellnes
the cominission-shall dirsgtithe Contralierits” ‘madify: the: clejming,instructions and -the :Contraller ‘shall
modlfy ek o!almmg 1lns’crucﬂons 10 uonfmrm a0 the par-meters and guldelines a8 direoted by the
oommis;iun” b s #

.....

GC §17575: Review of bills _
When a blll s introduced In the Legislature, and each {ims a bill |s amended; on and after Janiary 1,
1988/the Législative Counssl shall.determine whéthet. the bil mandaies & new program or higher lavel of .
sefvioe pufsuant 1d:-Sectior 8:5F Article XIIIB of the Callfornia Constitution. The Liegislative Counss| shall
maks this determination knawn in the digest of the bill and shell.desoribe:h the digest the: basisifor this
determination. The detarmination by the Laglslatlve Gounsel shall not be bmdlng on the onmm:sslon in
maklng Its determlnatlon pursuantig'Séotion 47858 - v ro e T

GC §175TG. Ame dment

Whenaver: fhe LEQJSIaWB ‘Couhsel detErrmnes that & 'blll le mandate a new prpgram or hlghar IeVel of
servlce purauént to Sectioh 8 of Artia|e XIH B oféthe: Gaﬂfornla Gnnstltutlon,v.the‘Dapartment of Flnance

of: bl“S‘Oh floor"Notlf catlun by Legnslatwe Gounsel

oommlttee‘ ‘ f ‘ i - il ; oo jl Y Jass e

R R I - o - VPt aer

GC §17577 'Amount afeStlmates et , bt ,-;T

5" be requlred durlng the flrst

The: estlma‘:e requlred by. | Sectlnn 17576 shali. bs the. a\moun\ esﬂmata' e g e Tl
ol distriats for Gosts mandate

flsoal,year:of a bil's operation In’erder to relmburse inpa| ageno &5 anci le
by the state by the bill,

Revised 08/0271 - i T Appendix GPages 11
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GC §17578;  Amendment of bills on fioor: Notrfrcatron by Legrs\atlve Counsel

- In.the event that a plll is amended op the floor of 'either houae, whether by adopﬁnn of the rapori of &
,.n,gnr, smimitige i slich a'F ‘as 10 mandate B new prograrﬁ ar higher'lave| of
g ,,,'ﬂon, the Legi' it 'e Onunsa! ‘éhall
mme

:i;( Al ’ o ! K
da}ermll,éa &’ ! new program or h\ghér‘ Ievel bf servlca pursuant 10, Seotlon 6 of Artlcle
X "'B &fthe Callfomh Constltutlon. 'shiell €ontain & segtion specifyingthat relmbursemeént shall be-tnade
' tiifd purst B4 7610 -Wher‘the’amoiant of tné claim Hias been-dstermined pufistant to
Heri{7660) of thig BHapféror thatitherés ho:ighdate brthal thevmandate
fthigrator (b) Ay Bl IntrSduced or amended:on-and after déinary 1,
Lle'no requlrad t coma!n an apprcprlatlon to provlde relmbursemen{ of costs: mandated

S '
R - v‘,qw ,’ <

) Lo om . [ W A e,
o "B ‘ St o

Gc §1758'1 . Condrtrons for exemptinn from implémenfation of statute or exacutr\m order
ey RNy S .,1,
(@) No local agency shall be required to Implement or glve effect to any statute or axauuﬂve order, or .
portion thereof;, dliring-any ii§tal-yedr and for theipetiod Immediately. following that flscal-.year.for. \Which
the Budget Act has not been enaoted for the subsequent fiscal year If all of the following apply: (1) The
8 & ordar o pofl an- thereof, has bebn determifigd:bythe” Legislature, the commisslan, or
gram of’ jgher 1BVEI of servtce raqulrlng relmburganiant of looal agenoles - -
ticle ; lIlB 8Fihe Oalifsrhia Bohatitution. (2) TH# statute.Br exesutiveiorder, or
ipecifibally ldertifisd. by the-L8gislatiire in the Budgat Act-tar the-fiscalyear as
re%bursemen’r s figt: provided” for'that fiscal 'ygar; <For puFposes of this paragraph,.a
eréd 1o hava'besri‘spedifically idantified By the" Legislature only If It -hassbeen.
s sable riangetes 'shown in’ the"Budpet Act-arid®t s apeclﬂually
pravision afotHE" ltem® pRSVIAIRG ~the “AppFdpriafon fof-randate
eme h W E islon ‘of [aw) 1 @ local -agerioy-8ldots 1o implemient or
plve effect to & Sfatlits sr'gxdalitive drder destrbet in subtivislon (@) the looal agénoy mayassess fees
to persons or antities that bensfit from the statute or executive order, Any fee assessed pursuant to this
subdlvision shall not exceed the oosts reasonably borne by the local agency, (o) This section shaill not
apply to any state-maniatad |ooal program for:ths tridl coliis, as spéolfied in Seotion 77203, (d) This
seation shall. nog.app[y 19 any stqge -mendated Jocal program for which the relmbursement fundrng counts
toward, the mnlm ihg regllFat Ents of Secﬂon Bof Aticle ><VI of the Oonstituhon

v

Al-Iezst Tilioe &8 endar Yedr the' oomrnlssion shall report 16 the Leglslature on the. numbar of
s It he UsHE't” Attidle 1(eBmmsHEing with Seblon “17680) andthe estimated
65, This: repor”c ghall idenﬂfy the statawlde oests‘ estrmated for pash

mmlss[on ghall 4 repo o 1he Leglslature oh January 18, 1986 and eaoh January 15 thereafter. on .
mber ‘of elalms it denled dUrlng the preoed\ng aalendar year and the basls on’ whlch the partioular

b Abn gt L3

clarmé wure denied
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GG 517510 Costs pald from fund Limit on costs

( ) Tnecosts acismg from,a statute contqlnlpg 4 §tatement tﬁat e sta’gutg(mandates a new’ progra‘ ' ,,,.nr
higher,Javel .of -Semvice and spegifying :that rélmbursemerit hgll.;‘p‘g. nags frnm the fqnd gfall, upe
oert Eéatlun of the’ estlmated sta{ewlde cpgt by e«commis ’h} Con ',, ia’
pravided thetthe estimated statewide cost of ghe,olalm does not exeeed ane milion. dblla;s
The Gontroller shall rscelve, review, dnd pay relmbtirsement claims from ihe fund as™the’ olgm
recelved. Clalms for initlal reimbursement shall be flled with the Controllar within 120 days from the date
thﬁéithe.’ Cantroller Issued;olaiming Instruptions op mandates funded by. the, fund. When;peying, a timely
filed claim for initlal relmbursement the Gontro!ler "shall"withhold 20 parceht of. gha amount of the dlgim
untll the claim Is audited to verlfy the actual amount of the mandatéd aast, Any claim for initiaf
: fied after-tha: filing-deadiine shall be, reduced by 10. persent of.theamount’ ’which ,.would
ved hadﬂ:he claimbaan: timaly- ﬂlad; provided :thaf: the amuount of thls reduatlorg _

;Fnr PUPOSES, of‘this sec(lon.
f tv-l

er, be pald ﬁ‘ut'n

dicollars ($1,000): The:Coptralier may-wihhold:p ntiof any.initfa) re
: g g'flling  deadline"untll the, next;deadiine for fundin
avalleble 6 pay the'clgim after all dimsly fiied. plaims have bean pqd
"estimatéd statewldatost! means the total amoynt,of: funds: .astimateq,‘ nepessary Jo raimhu
oligible fooal agengies and-school distriots forapsts: |ncurr¢d s g regultiof tha mandate dyrlng 2 ﬂrst 12-
mionth period follawing the operative date of the mandate. (¢) For purposes of thls saction, "custs arlslng
from a statute" meanse the total amount of funds necessary to relmburse sliglble’ local -abandle’s and
schoo| districts for costs Incurred as; a.regult of complylng:with.e mandate for.the flscal years speo]ﬁed In
the parameters and guldellnes in aoauréanne with Sectiun 17557
I 1o Jf e iti s N
' GC §17612 Loaal governmen’l t:lali'ns bills: Judlclal re\new nfpfundlng dalations
A -‘,'u}iéh» ol
*(a)- Irnrnedlately upon reoeipt gcf theweporl subrnltted by the commission pursu;ant ; :
government-olalns bl shall-be iptroduced I the Legisiatire . The Josal government cia\l Sblll
of -itasintrodtigtlon, -shall- provide for apn; .appropriatlnn sufﬂclent tg pay. I’ghe‘estimcaée
- mandates sexcept where, the); absts.: have Jbeen or: will-he_paid: ‘pirsuan
Legiglatire may-ameand,: modlfy. Or,supplement the parameters, and; gulde
‘the:(ooal igovernment clajms bill: If the Lagisiature amands, modifi
guidellngs; Itishpll make.as: deolaration {nthe Ipcai \gmvem,ment ld
amendrnent; fotiflcation;.or supplement. (o)1f the. Legisidture dele :
fundlng fora mandate;the Ipcal apengy-or: school dlst{lm ‘may-file K upe Dmurt of the Co |
- Bacramento an: achon in deolaratory rehef to.: dep are the manda, unenforpeable and enjaln‘-l its
enfarcement A L o Ce e ’

| GG §17513 « Authorlzatinn of augmentaimn for mandated costs
( ) The DJractnr of: F[nance may, upon receipt nf any report squlttad lerst_J' H eptlo“h" GT
authorize the augmentation of the amount avallabld for expenditure to ralmbirse’ 8bs mandated"‘by‘tha
- state, as defined In Section 17514, as follows: (1) For. augmenta;loni of (A) .any schedule In ang lten, to
relmburse costs mandated by the state In gny Budgst ast, or (B) the amount Bppropriatsd”In &' l56al

LEE

3

gavernment claims bllj.for.relmbursement of the olalms;of Jocal agenqles ;as,tgeﬂnde% by, Secﬁon 175‘18
atg the ]

from the unenoumbergd: bajance of-any other.item. to reimbugse’ ca af
budget sat-or anmther budgeﬁ agtar inan apprcpnafion for relmburssmen 2CH
in another local government claims bill. (2) Fer: augmen{atlop of. iA) any. schg I,e..,i any. dge‘%a ,lﬁgm.
or (B) any amount appropriated in a local government olaims bill, when ‘aifher of thase'augmehtaﬁons Is
for relmbursement of mandated claims of schoal districts, as, .defined, In Seotion. 17518, when the soyrce
of this augmentation Is (A) the unencumbered balance of any offier “soheduled AMbUAt In that ‘blidget*act
or‘ansther:biidget dct; ‘or-(B)van appropiation In.anather lpoa| government: claims, bill,.when either- of
thesa approptations' s dor ralmbursement, of mandate cldims:of schogl diakr;c‘ca This, Jaaragraph 2pplies
only to appropriations that are made for the purpose of meeting the minimum fundl ngyguaren ee for
eduoational programs pursuant fo Seotion 8 of Arlicle .XVI of the California Consthution, (b) No
authorization for an augmentation purauent to this seotion may be made sooner than 30 days after the

nolification !n writing of the neoessity therefor 1o the chalrperson of the committee in €ach house which
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considers appropriations and the chairperson of the Joint Legislative Budget Commitiee, or not scaner
than whatavar lesser time as the chairperson of the joint commilitee, or his or her designae, may in each
Instanoe de‘terrnlnet ) _

et 1 76"14"' ‘State Mandatee Claims Fund

There |e héreby . oreeted the State Manidates Claims Fund Notwlths’randlng Seotlon 13340, money in ths
fund s oontlnuouely appropriated WIthout regard to fieoal years for the sole purpose of paytng olalme
pursuant to eeotlon 17610 ' ‘

GG §17615 Legislatwe fmdings and intent

Thé Leglslatura ﬂnds and dedlares tHat the exnsting syelem for relmburslng local egenoles and sohool
and expenslve at bath‘the local and‘stats levels. The Controller must process voluminotis claims with al
claimé- suibject to & desk’ audit and sefected cialms also sublect to a fisld sudit, Local agercles are
requlred to maintain extensive documentation: of all claims in anticlpation of such an audit. The volume of
these reoords Is substantial and will oonﬂnue {o ‘grow with no réliet J4 sight*as ‘neW programs are
mandated. The-cost: t:" jocal agenoles and- séhool districts for*'fillng olaims and for malntaining
dooumentation énd responding to the'Contialler's audits is- substantial. The current administrative cost to
both state and Jocal governments represents & significant expenditure of public funds with no apparent
benefit to the taxpayers, It Is the intent of the Leglsiaturé fo streamlliié the relmbursement process for
costs mandated by the state by creating a system of state mandate epponlonment to fund the costs of
 oértain progrems. mandated by the state;’

v
e

GG §17615 1 Review of prog’rams for in‘bltisioh in system

Notw}thstandmg the provleions bf Séctioh 2231 of the Raveni/a‘and Takation'Codé, the cammissisn shall

establish. a' précedure for réviewing; upen request, méridated cost programis. for which appropriations -
_have bieen made. by the Leglslafure for the 1082-83, 083-84, ahd 1984485 fiscal years, or afiy three

oonseoutlve flsoal yeare thereafler. At the reqUest of the Depertment of Fingnoe, the*Controller, of any

Iooel agency or: sohool chstnct receiving 'relmbureement for the mafideted programi; the’commiasiafi shall

review the ‘mandated coit: program to determine Whether the program should be ‘inclided in‘the State

Mandates: Apportionment System. If the commilssldh determines that the State Mandates Apportionment

System would eoourately reflect the costs of the staté randated progfam, the commlselon shall diract the

Controller to indlude‘the. program in the Stale Mandates: Apporﬂonment Syalem.

GC §17615.2; Calculation'af dlsbursemem amounts”

(a) Notwrthstanding Section 17661, after November 30, 1985, for those programs inoluded in ke State
Mandates Appoftionment System, after appréval by the oornrmselon. théré shall te disbursed by the -
Controller to edhi beal agency and sohoal district which has submiltted a reimbursement clalfn for costs-
mandatsd by the state in the 1982-83, 1983-84, and the "1984-B6*iscal years, or any three Sonsécutive
fiscal years ‘thereafter, an amotint computed by averaglrig‘thé approved felmbursemafit cldims for this
three—year period. The 'amdunt shall first be adjusted acoording 15 an\/ chianges In the defiator, The
defigtor shall*be applied eeperately to eadH ysdr's costs*for the theé yéars, which -comprise thé base
peripd,” Funds for fhese purposes shalt'be avalldble to’ the extentthey are provided for i the Budget Aot

of 1986 an the Budget Aét for any’ subsequent fiscal ygar tiereafter. For purposes of this article; “base !
périod® meansthe three fiscal years immediataly "sucteed|ng the cortifmisslon's approval (b) Wheri the .
Controller has'made paymiant on claims prior to commission apprdval of thi program for Ihelusion i the
State Mandates Apportionment System, the payment shall be adjusted In the next %pportlonment to the
amount which would have bean subvéned to the local'agaenoy or school distriet fof that flsoal yédrhad the

State Mandates Apportionmanl System been In effect at the lime of the lr_)i_ltl‘al payment.

1
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_ GC‘§'17S15.3: ‘Anhual'}rezéalcn..ulation of allocation-

Notwithstanding Section 17561, by November 30, 1986, and by November 30 of each year thereatter, for
those programs Included'in the State Mandates A portlonment Syatem, the Controller-shall recaloulate
eaoh allocation for each local agency and sohool district for'the 1985-B8 fiscal year, by Using: the actual
change In the defiator for that year: That receloulated allpeation-shall then be adjusted. by the estimated
change In ths deflator for the 1986 -B7 flscal year, and gech ﬂscal year thereafter; fo. establlsh the
aliocation amourtt for the 1888-87 fiscal ysar, and each fiscal year thereafter, Additionally, for Programs
approved by the commission for inclusion In the State Mandates Apportionment System on' or after
January 1, 1988, the allocation for each year suoceeding tje thrae-year; base perod shall be‘adjusted
according to any changes In both the deflator and workicad. The Controller shall theri Subvene' that
amount after adjusting t by any amount of overpayment ar-underpayment In the 1986-86 fiscal yaar, and
each fisoal year thersafter, dus:to a discrepancy between |he actual change and the estimated sharigs in
the deflator or warkioad. Runds for theae purposes shall be avalabis tothe exten| they are provided for in
the Budget Act of 1985 and the Budget Act for.any subsequant fisca| year thereaftar. For purposes of this
artlgls, "work|oad" maans, for gehool districts and county -offices of education, changes In the ayerage
dally attendance; for. aommunlty cclleges, changes In.the. number of ﬁ.ql! -time* equlvalent students far
clties and countigs,.changes;in: the-population within thelr; tmundarles. and for spealal districts, changes in
the populatlun of the oounty In whlcﬁ the largest peruentage of the dlstrlct‘s populatlon Is:looated, .

GC §1TB15 4. Pracedura for newly man datad prugram - . o . '

(a) Whén a new mandate lrnposns costs Which are funded e]ther,py Ieglslatlon In local government
claims bllls, or from the Stats Mandates Claim Fund, local egencles and sohoo! 'districts may flle
relmbursement claims as required by Sectjon 17581, for g.minimum_of three' years after.the initial: funding
of the new mandate. (h) After actual cost clalmé ars stibmittéd for thres fisaal years against such & new
mandate, the commission,shall:detarmine, upon request of-the Controlier or a iocal entity or school djstrict
reoslying raimbursement for the program, whather. the amount of:the base ysar entitiement adjusted by
changes in.the deflator and workioad acourately refiscts the opsts incurreq by.the-local agency or school
district. If the commission. determines; that the bass; year. entitiemen‘c.‘as adjusted does accurately reflect
the.oosts of the program, the commission shall djrect the, Gontroller to include’tia program In_the State
Mandates Apportionment System. () The Controller. shall make reoommendations to.the: commisuon and
the cnmmlsston shall consider: the Controller's recommendatiens for.each new mandate submitted for
inolusion «jn the .Btate  Mandates. Apportlonment System. Al .claims included: jn-the State. Mandates
Apportionment System pursuant to thzs section.are also subject {o.the audlt provisions of Section 17816,

GC'§17616.5: Procedure where no base year gntitiement has been established

(8).}f-any locel ageney ar school district has an established base ysar entltlement whioh does not includs
oosts for a partioular mandate, that Jooal agenoy or schoo| district may. supmit relmbUrsemenl claims for &
minimum of three consecutive years, adjusted pursuagt io ‘Sectlon.17§15.3 by ohanges.in the.daliatof
and:-workload, :or entitlement claims govering 8 minimum of three oonseuutlve ‘years; after whlch time Its
base year.entitiement may be adjusted by.an amount necessary to fund’ the costs of that mandate. (b) lij
any. tooal agenoy or sohoo! distriot-has.no base: -year. entitlement, . but wishas fo bégin claiming coets of
one or more. of the mandates included In the State Mandates. Apportlonment System:, that Jocal agéney. or
school-distriot may submitrelmbursement; claims for a. minimum of thrae gcnsecuﬂve years, or entntlement
claims. covering the preceding thrée «cansecutive ysars, which shall be ad]usted pursuant to Sedtions

17815.2 and.17615,3 by chenges in the daflator and worklcad after whloh time.a bass year ent!tlement

may:he establlshed in-an amount pecessaryio, fund the costs of the mandate or rnandates,

GC §17615.6; Prncedure where program is no longer rnandatory

If a local agancy’ of school dlstnct reahzes a dacrease in tha amount of costs mcurred because 2 mandate
is discontinued, or made permissive, the Controller shall determine the amount of the entitiement
attributable to that mandate by determining the base year amount for that mandate for the local agancy or
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sohool distrlot plus the annual adjustments. This amount shall be subtraoted from the annual subvention
which would otherwise have been allocated to the iocal agency or school district.

GC §176157: Procedure where program s modified

If 8 mandated program Included in the State Mandates Apportlonment System Is modlfied or amended by
the Leglslature or by exeoutlve order, and the modification or amendment significantly affects the costs of
the program, as determined by the commission, the program shall be removed from the State Mandate
Apportionment System, and the payments reduced acoordingly. Local entities or school districts may
submtt actual costs claims for a period of three years, after which the program may be considered far -
Inclusion in the Slate Mandates Apportionment Bystem, pursuant to the provigions of Section 17815.4.

GC §17’B1 5.8: Review of base year entitlement

(a) The oommission shall establlsk a procedure for reviewing, Upon request, any apportionment or base
year entiflemant of a local agency or school dlstrict. (b) Looal agencles and sohool districts which raquest
such a revlew shall maintaln and provide those records and documentation as the commission or Its
dassignes determines. ere necessery for the commission or s designee to make the required
detarminations. With the exception of recards required to verlfy base year entitiements, the records may

" not be used {o adjust current or prior apportionment, but may be used to adjust future apporfionment, (o)
If the commission determinas that an apportionment or base year entitiement for funding cests mandated
by the state does not acourately reflact the costs Inourred by the looal agenoy or schoal district for all
mandates upon which that apportionmant Is based, the commission shall direct the Controller to adjust
the apportlonment accordingly, For the purposes of thls section, an apportionment or & base year
.entitiement does hot acourately reflect the costs Incurred by a local agency or school district ¥ it falls short
of relmbursing, or over reimburses, that looal agéncy's or sohool district’s actual costs by 20 peroent or by
one thousand doliars ($1,000), whichever is lags, {d) If the commission determines that an apportionment
or base year entltiement for funding nosts mandated by the state aceurately refisots the oosts incurred by
the local agency or achool district for all mandates upon which-that epportionment is based, the
commisslon may, in Its discretion, direct the Controller to withhold, and, If so directad, the Controller shaill
withhold the costs af the commlssion's review from the next apportionment to the local agenoy or schoal
distriet, If the commission review was requestad by the [ooal agenay or schoo| district.

GC §17615.9: Review of programs under SMAS

The commission shall periodically review programs funded under the State Mandats Apportionment
System to svaluats the effectiveness or continued statewide need for sach such mandate.

GC §17616:  Audits and verification by Controller

Notwithstanding the provisions of Section 2231 of the Revenue and Taxation Code, the Controller shall
have the authorlty to do elther or both of the following; (a) Audit tha fiscal years éomprising the base year
entitlernent no later than three ysars aftar the year in which the bese year antitlement s establishad. The
results of such audits shall be used to adjust the basa year entitlemants and any subsequent
apportionment based on that entitiement, in addition to adjusting actual cost payments made for the basa
years audited. (b) Verlfy thal any local agency or school distriot recelving funds pursuant to this artiole 1a
providing the relmbursed actlvities.
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Okay, Paula.

MS. HIGASHI: The section item is Item 9, which

this Item will be presented by Miss Tina Poole.

MS. POOLE: Good morning. Before you

are the

proposed amended parameters and guidelines, as modified by

staff, for the Mandate Reimbursement Process program.

On March 27th, 1986 the Commission adopted the

statement of decisgion for the Mandates Reimbursement

Process Program. The test claim legislation allows local

agencies and school districts to be reimbursed

for costs

incurred in preparing and presenting successful test claims

to the Commission on State Mandates and submitting

reimbursement claims to the State Controller's

Office.

Incorrect reduction claims are considered an element of

reimbursement claims.

The original parameters and guidelines for this

program were adopted on November 20, 1986. Each year, the

Commission makes technical amendments to these
and guidelines to incorporate related language
recently enacted state budget act. This year,

included documentation language adopted by the

last month in the School Bus Safety II Program.

parameters
in the most
staff also

Commission

Staff recommends that the Commission adopt the

proposed amended parameters and guidelines, beginning on

page nine.
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Will the parties and representatives please state
their names for the record?

MR. BURDICK: Allan Burdick on behalf of the
California State Association of Counties.

MR. SILVA: Shawn Silva, State Controller's

Office.

MS. GEANACOU: Susan Geanacou, Department of
Finance.

MR. ANDERSON: Dirk Anderson, Department of
Finance.

CHAIR MIYASHIRO: Mr. Burdick.

MR. BURDICK: The issue on this one is
essentially the same as we dealt with on the documentation
igssue. What I have is a -- a suggestion that the -- to be
added to all of the parameters and guidelines. Since the
real purpose is it appears to amend the State Controller's
expectations as to what documentation they would like. I
would like to see in there that this Commission grant the
Controller the authority to establish alternatives to such
things as time studies or other types of methodologies that
have been approved on a mandate, you know, on each sgpecific
mandate, and include that in their claiming instructions,
if they see so fit.

So in other words, what I'm saying is that you

give -- you give the Controller the right to say if this

6l
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mandate -- if a time study makes sense, and that's the best
way to do it, or some other alternative, developing a --
you know -- a unit time which is clearly allowable under
your thing -- under your rules, that we don't have to come
back to you and ask to do an amendment to adopt the
parameters and guidelines. That you grant that authority
to the Controller, and you give them the right to say yes
in the claiming instructions.

We can include alternatives which you'll meet;
thereof, expecﬁations which would include such things as
time studies, unit times, unit costs, any other kinds of
alternatives which meets their expectations. Because
otherwise we‘rebgoing to be back with this battle, and
secondly it's going to save the state a loﬁ of money.

And so you know, most of our objecticns on the
things that we've -- we've -- we've asked to be pulled from
consent are on this supporting documentation issue. And
I -- and I think the best way to do that is to grant that
authority to the Controller. Because I think that seems to
be what is the concern, is the indications that they want
to make sure that the documentation meets the expectations
of the Controller. And I think if you grant that to them,
and allow them to do that in the claiming instructions,
that that would then save both you and your staff and

every -- everybody else a lot of time and people coming
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back with alternatives and requests for amendments to
parameters and guidelines.

And I just want to remind you again, and Mr.
Barnes -- and Commissioner Barnes can comment on this. We
submitted those -- what we thought were friendly sets of
P's and G's to clarify the investment reports, abouﬁ --
well, about 20 months ago, I guess it was. We had a
discussion about 14 -- 15 months prior to that. And I
think he can attest to the amount of time and effort that
was spent trying to do that. And -- and I think that it
would be, in this particular case, time much better spent
in the local agency, if it were to sit down with a state
controller, and if you authorize the state controller, if
they found something, that a local government could --
could convince them of, and that expectation that they
would then be allowed to include that as an allowable way
to document the cost of a -- of a particular mandate.

And this could be done on a mandate-by-mandate
basis. Not something that's clearly across the board and
eligible for everything, you know. Unless they wanted to
do that. But we could sit with them and look at each
mandate and say -- you know -- here's an alternative.
Here's something that has been approved by the federal
government, or here ig something that the state con- --

government does or has methodology that we have used for
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years and -- and then put that in place.

One of the things that -- that we have is -- is --
is from a county government standpoint, is legal
subdivisions to the states. They may meet annually with a
state controller, and they have joint committees where we
try to work out standards and methodologies and practices
between the counties and the state, to save both the state
and the local government time.

And so it's -- the only thing I'm really
requesting here is that you add a provision to parameters
and guidelines granting the Controller the authority to be
able to establish such documentation, such supporting
documentation reqguirements.

Thank you.

MR. LAZAR: Do we have -- is that legal to do
that? Or --

CHAIR MIYASHIRO: Let's go, on item --

MR. LAZAR: That's all.

CHAIR MIYASHIRO: Let's go with Mr. Barnes.

MR. BARNES: Sure. First off, I -- I -- I'd like
to reinforce what Allan said about his office and county
controllers coming to us and then working, I think, in the
spirit of cooperation, and try and address the audit or the
incorrect reduction claim issues that came up with -- in

connection with the investment mandate. And I -- I
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probably should have said that during the discussion that
took place, but I appreciate you -- your giving me the
opportunity to recognize you and -- and all of the
treasurers for that effort. This, I think, was a
productive way to address it.

With regard to your specific proposal, I actually
think we already have that authority. And in fact, we're
the ones that are charged with dealing with the
instructions that go into the claiming instructions that
basically surround the P's and G's documents. 8o I hear
what you're saying. I think it's reasonable for us to take
a look at that, and I will -- I would certainly welcome the
opportunity to meet again with you and -- and other
agencies, to see 1f that's possible to -- to provide that
clarification.

I think to a certain extent our feeling is
contemporaneous documents, youiknow, encompass a lot of
things, including -- contemporaneous documents produced at
the time encompass a number of things, including time
studies that appropriately are developed. S0 maybe we need
to get -- take a look at our claiming instructions
associated with that, and -- and I'll -- I will commit to
you that we will do so. And I don't think this needs to be
part of the P's and G's, because I think P's and G's are

broad enough that they encompass this kind of change.
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We'll try to see what we can do.

MR. BURDICK: Okay. I -- that's wonderful news.
And I hope that the legal office will agree. I know that
there's -- as recent as yesterday, they had indicated that
they are now simply using the parameters and guidelines as
the means for which they then use to -- to determine
claims. And if this language is in the P's and G's, then
their legal office feels they're limited to that, you know.

I would agree. I clearly think you have the
authority. But I just want to make sure that the legal
office over there doesn't turn around and tell the -- tell
the controller that they do not have the authority like
they used to have in the past. And to establish tliose
particular kinds of alternatives.

MR. BARNES: And again, I -- I would commit to you
that I will meet, and we will talk about it. And I can't
commit to you that -- how that will come out. Okay?

MR. BURDICK: Thank you very much.

MR. BARNES: All can I say is I understand what
you're saying. I want us to take a look at it in
connection with claiming instructions. And the only point
I'm really trying to make is that I don't think it needs to
be addressed with the P's and G's.

MR. BURDICK: Okay.

MR. BARNES: Thank you very much.
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CHAIR MIYASHIRO: Mr. Lazar.
MR. LAZAR: My gquestion was answered.
CHAIRiMIYASHIRO: Do we have any other comments
- from the members of the audience? Members of the
Commission?

Entertain a motion on this?

MS. WILLIAMS: Move we adopt the parameters and
guidelines as modfied by staff.

MR. BARNES: Second.

CHAIR MIYASHIRO: Motion and a second.
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Paula?

MS. HIGASHI: Mr. Lazar?

MR. LAZAR: Yes.

MS. HIGASHI: Mr. Van Houton?
MR. VAN HOUTON: Yes.

MS. HIGASHI: Miss Williams?
MS. WILLIAMS: Yes.

MS. HIGASHI: Mr. Barnes?
MR. BARNES: Yes.

MS. HIGASHI: Mr. Miyashiro?
CHAIR MIYASHIRO: Yes.

MS. HIGASHI: Thank you.

CHAIR MIYASHIRO: Our next item is the item 10.

I'd like to just remind the witnesses to pleasge identify

yourself to assgsist the Court Reporter.
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MINUTES

COMMISSION ON STATE MANDATES
State Capitol, Room 126

Sacramento, California
February 27, 2003

Present: Chairperson Robert Miyashiro
Representative of the Director of the Department of Finance
Member Bruce Van Houten
Representative of the State Treasurer
Member Sherry Williams
Representative of the Director of the Office of Planning and Research
Member Walter Barnes
Representative of the State Controller
Member John Lazar
City Council Member

Vacant: Local Elected Official
Public Member

CALL TO ORDER AND ROLL CALL
Chairperson Miyashiro called the meeting to order at 9:32 a.m.
APPROVAL OF MINUTES

Item 1 January 23, 2003

Upon motion by Member Lazar and second by Member Williams, the minutes were adopted.
Member Van Houten abstained.

PROPOSED CONSENT CALENDAR

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

PROPOSED STATEMENTS OF DECISION - TEST CLAIMS

Item 4 Teacher Incentive Program, 99-TC-15
San Diego Unified School District, Claimant
Education Code Sections 44395 and 44396
Statutes 1998, Chapter 331 (AB 858)

Item 5 Criminal Background Checks II, 00-TC-05
Napa County Office of Education, Claimant
Education Code Sections 44830.1, 44830.2, 45125, 45125.01, and 45125.2
Penal Code Sections 11077 and 11105.02
Statutes 1972, Chapter 1437 (AB 1685)
Statutes 1992, Chapter 1026 (SB 1769)
Statutes 1998, Chapter 594 (AB 1392)
Statutes 1998, Chapter 840 (AB 2102)
Statutes 1999, Chapter 78 (AB 1115)
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California Code of Regulations, Title 11, Sections 700-708

PROPOSED STATEMENTS OF DECISION INCORRECT REDUCTION CLAIMS

Certification of Teacher Evaluator’s Demonstrated Competence
Education Code Section 35160.5
Statutes 1983, Chapter 498 (SB 813)

Item 6 Manhattan Beach Unified School District, Claimant, 99-4136-1-03

Item 7 Ventura County Office of Education, Hayward Unified School District,
Kings Canyon Joint Unified School District, Visalia Unified School District,
Salinas City Elementary School District, Conejo Valley Unified School
District, Claremont Unified School District, Oak Grove Elementary School
District, Ventura Unified School District, Oceanside City Unified School
District, Roseville Joint Union High School District, Folsom Cordova
Unified School District, Palmdale School District, Moreland Elementary
School District, Novato Unified School District, Modesto City Schools,

San Benito Union High School District, Manteca Unified School District,

El Monte Elementary School District, Las Virgenes Unified School District,
Del Norte County Unified School District, Glendale Unified School District,
Garden Grove Unified School District, San Lorenzo Unified School District,
Lompoc Unified School District, Mojave Unified School District, Lodi
Unified School District, San Juan Unified School District, Los Altos
Elementary School District, Salinas Union High School District, Los Angeles
County Office of Education, Morgan Hill Unified School District,
Fairfield-Suisun Unified School District, Ojai Unified School District,
Bellflower Unified School District, Berryessa Union School District,
Livingston Union School District, Whittier Union High School District,
Claimants, 99-4136-1-01, -02, and -04 through -39

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 8§ (action)

RULEMAKING, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

Item 13 Proposed Order to Initiate Rulemaking: Proposed Amendments to California
Code of Regulations, Title 2, Division 2, Chapter 2.5, Article 1. General,
Article 3. Test Claims, Article 4. Mandates Recognized by the Legislature,
Article 9. Conflict of Interest

Member Williams moved for adoption of the consent calendar, which consisted of items 4, 5, 6,
7, and 13. With a second by Member Lazar, the consent calendar was unanimously adopted.

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

APPEAL OF EXECUTIVE DIRECTOR DECISION TO DENY REQUEST FOR
POSTPONEMENT OF HEARING

Item 2 Standardized Account Code Structure, 97-TC-17
Brentwood Union School District, Appellant and Claimant
Statutes 1993, Chapter 237 (SB 94)



Statutes 1995, Chapter 525 (AB 438)

Statutes 1997, Chapter 299 (AB 1578)

State Board of Education’s Revision of the California
School Accounting Manual (Part IT)

Item 2 was withdrawn.
TEST CLAIM

Jtem 3 Standardized Account Code Structure, 97-TC-17
Brentwood Union School District, Claimant
Statutes 1993, Chapter 237 (SB 94)
Statutes 1995, Chapter 525 (AB 438)
Statutes 1997, Chapter 299 (AB 1578)
State Board of Education’s Revision of the California
School Accounting Manual (Part IT)

Item 3 was postponed because the claimant filed an amendment to the test claim.

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES AND
PROPOSED AMENDMENTS TO PARAMETERS AND GUIDELINES

Item 8 Request to Amend Parameters and Guidelines
Investment Reports, 00-PGA-02
City of Newport Beach, Requestor
Government Code Section 53646, subdivisions (a), (b), and (e)
Statutes 1995, Chapter 783 (SB 564)
Statutes 1996, Chapters 156 and 749 (SB 864 and SB 109)

Nancy Patton, Staff Services Manager, presented this item. She noted that the Commission
approved the Investment Reports test claim in 1997, It imposed a reimbursable state-mandated
program by requiring local agencies to render an annual statement of investment policy and to
render quarterly reports of investments. “

The staff analysis was broken into two parts. Regarding Part I. Reimbursable Activities,

Ms. Patton stated that the City of Newport Beach submitted its proposed amendments to the
parameters and guidelines on October 13, 2000. After four prehearing conferences, staff, with
the assistance of Conny Jamison, expert consultant, reviewed all filings and comments on the

proposal and prepared the final proposed amendments to the Reimbursable Activities section, as
foliows:

1. Delete the words “accumulating” and “accumulate” from section B. Quarterly Report
Investments, part 1. Implementation Costs, and part 2. Ongoing Costs.

2. Limit reimbursement to activities related to each investment that is held on the last day of
each quarter and included in a quarterly report of investments.

3. Add reimbursable activities to conform to the Statement of Decision and test claimn
statutes.

4. Specify non-reimbursable activities.
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5. Reference costs reimbursements received by counties in the Offsetting Savings and
Reimbursements section.

Ms. Patton indicated that claimants opposed the proposed modifications. She clarified that the
1ssue before the Commission was whether the test claim statutes and the Statement of Decision
authorize reimbursement for;

e Reporting information on all investments held in the portfolio throughout the quarterly
reporting period,

e Maintaining subsidiary ledgers,
¢ Managing the investment function,
¢ Implementing local statements of investment policy,

e Compiling and preparing information to be included in monthly reports on investments
and transactions, and

e Providing copies of the quarterly investment reports to their depositories.

Staff found that reimbursement for the claimant’s proposed amendments exceed the test claim
statutes and Statement of Decision.

Regarding Part II. Supporting Documentation, Ms. Patton noted that the Bureau of State Audits
report on the School Bus Safety II audit recommended that the Commission work with the
Controller, other affected state agencies, and interested parties to make sure that the language in
the parameters and guidelines and claiming instructions reflect the Commission’s intentions, as
well as the Controller’s expectations regarding supporting documentation. On January 23, 2003,
the Commission adopted the proposed documentation language, which staff included in these
parameters and guidelines for Investment Reports.

Staff recommended that the Commission approve the proposed amendments to the parameters
and guidelines.

Parties were represented as follows: Pamela Stone and Glen Everroad, representing the City of
Newport Beach; Vee-Jay Brann, for the County of Kings; Leonard Kaye, for the County of Los
Angeles; Christopher Rieger, for the Los Angeles County Treasury; Allan Burdick, for the
California State Association of Counties; Shawn Silva, for the State Controller’s Office; and
Susan Geanacou and Oscar Chaves, for the Department of Finance.

Testimony on Part I. Reimbursable Activities

Ms. Stone disagreed with staff’s position that because an activity was not found in the Statement
of Decision, that reimbursement should be limited to those activities related to each investment
that is held on the last day of each quarter and included in a quarterly report of investments. She
asserted that the Legislature delegated the development of an investment policy to the respective
investment boards, treasuries, and chief fiscal officers. The governing board then adopts this
policy. Thus, if the governing board requires a county to specify whether it was out of
compliance during the reporting period, and not just four given days per year, the costs should be
reimbursed.

Mr. Brann agreed with Ms. Stone. He added that the investment policy guided their investments
at the County of Kings, noting that the guidelines described in the policy were used on a daily
basis to measure compliance. The intent of the Legislature was for the treasurer to invest and be



in compliance with the investment policy at all times. Therefore, the report was not a point-in-
time document.

Regarding the activity which states, “Obtaining and reporting current market value as of the date
of the quarterly report, and reporting the source of this valuation for all investments held by the
local agency and under management of any outside party...,” Mr. Brann noted that at the County
of Kings, some investments were managed by the county itself and not by any outside party. He
suggested adding “and/or” before “under the management of any outside party.”

Paula Higashi, Executive Director, stated that the final language of the test claim statutes do not
include the word “or.” Mr. Brann requested clarification as to the intent of staff regarding other
revenue sources. Ms. Higashi said that the proposed amendments acknowledge in the Offsetting
Savings section that some local entities, depending on their type, receive costs reimbursements.

Member Van Houten asked if the investment policy would remain the same today if the quarterly
report did not exist. Mr. Brann noted that another piece of legislation requiring investment
policies ended in 1991. After that point, counties were no longer required to have an investment
policy. However, counties quite often maintained one anyway.

Mr. Kaye quoted several statements from Ms. Jamison’s report that supported reimbursement for
specific activities. He commented that the report was pertinent as it reflected a good
understanding of the operational requirements of a treasurer’s office in complying with the test
claim legislation.

Mr. Rieger agreed with the comments made by Ms. Stone, Mr. Brann, and Mr. Kaye. He
expressed concern that the staff proposal may lead other treasurers throughout California to think
that compliance with the guidelines was not necessary the other days of the year. He asserted
that the report was not a point-in-time document, and that problems may arise if investments
were not monitored daily.

Member Van Houten asked if the county would still be doing cash flows if the quarterly report
did not exist. Mr. Rieger stated that the legislation required a six-month projection, which was
new. He indicated that because of the volume of investments in Los Angeles County, cash flow
balancing would be done daily even if the quarterly report was not mandated. However, other
counties may not. Member Van Houten stated that the Legislature mandated the quarterly report
because the counties would not be doing investment reports or other functions otherwise.

Mr. Silva commented that the statute was really a sunshine law designed to expose the activities
and performance of the treasurer’s office to the public. He argued that the parameters and
guidelines should be narrow enough to preclude pre-existing activities and duties, such as
entering transactions on a daily basis. Such duties flow from the fiduciary duty of public
commissioners and public trustees of public funds. He agreed that the obvious, additional
activities required to generate and present a report to a board should be reimbursed.

In addition, Mr. Silva asserted that the statute does not direct that a local entity establish any
specific standards as far as percentages of specific investments. Therefore, the performance of
certain activities by local entities, such as daily reconciliation, was not driven by the statute, but
rather by their choices of policies and limitations on specific investments.

Ms. Geanacou supported the staff analysis.

Regarding Member Van Houten’s statement, Mr. Burdick commented that in measuring a
mandate, the issue was not whether the county would have been performing the activities absent
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the law, but whether they would have been required to do it. He also noted that the reason this
item was before the Commission was because the parties needed clarification on the
Commission’s decision and specific issues.

Member Lazar requested comments on this legislation being a sunshine law. Mr. Burdick stated
that a law was passed in the 1980s requiring monthly investment reports, with a provision that
the law sunset, or be repealed, after five years. Then legislation was passed in 1995, which
expanded upon the original mandate, and required quarterly reports. Ms. Jamison agreed that the
law did sunset and noted that some agencies stopped producing reports while most continued
because it was good practice. Paul Starkey, Chief Legal Counsel, clarified that the term
“sunshine” means to bring government activities to light. He agreed with Mr. Silva that the
purpose of this being a sunshine law was to expose the activities and performance of the
treasurer’s office to the public. Mr. Kaye also agreed that it was a sunshine law, noting that the
intent of the Legislature was not just to tell citizens what was happening in the treasurer’s office
four days out of the year, but the entire year.

On the issue that local agencies should be reimbursed for reporting information required by the
statement of investment policy, Ms. Higashi pointed out that the Commission made no findings
on these provisions in the Statement of Decision, and therefore, the activity would exceed that
scope of the Statement of Decision.

Mr. Burdick noted that Ms. Jamison concluded in her report that, although only mandated to
report quarterly, the daily activities during that 90-day period were required. Ms. Higashi stated
that the report by Ms. Jamison was produced for the Commission in preparation for the

Los Angeles County incorrect reduction claim on Investment Reports, and it was not necessarily
relevant on the issue before the Commission.

Testimony on Part I1. Supporting Documentation

Ms. Patton repeated her opening statement regarding Part II. Supporting Documentation.

Ms. Stone indicated that the main problem related to the requirement for contemporaneous
documentation for the tasks being performed. Her interpretation of the proposed supporting
documentation language was that claimants must retroactively have a new labor distribution
system such that the employees can record time spent performing specific mandated activities.
She noted that most local government time-reporting systems were not that sophisticated.

Also, Ms. Stone asserted that most governmental entities would not be aware of a change in the
reimbursable activities until receipt of the State Controller’s claiming instructions. Since there is
no notice or knowledge that time must be tracked, it is impossible to retroactively have
contemporaneous documentation. Therefore, she requested that there be a different standard
between the time that parameters and guidelines are adopted and the time that claiming
instructions are issued.

Mr. Kaye agreed with Ms. Stone. He also mentioned that Elaine Howle, State Auditor, was
concerned that the difference between source documents and corroborating documents was
overly restrictive. For instance, a time study approach may be used after claiming instructions
are issued. Regarding the certification section, he was unclear whether school districts should
submit their own claims to the state, and if so, whether they would have the necessary personal
knowledge regarding that information to sign off on the form.

As to supporting documentation, Mr. Rieger requested adding language indicating that some type
of cost allocation system on a pro-rata basis could be used.

6



Ms. Patton stated that the law requires claimants to file reimbursement claims based on actual
costs. She acknowledged that parameters and guidelines may not be adopted for several years
after mandated programs have been implemented. However, if different documentation is
necessary for the earlier years, claimants have the opportunity to make a proposal when
submitting the initial parameters and guidelines. Regarding time studies, Ms, Patton noted that
when new parameters and guidelines language was adopted in January 2002, it was stated that
time studies could be used if an appropriate methodology was described.

Mr. Burdick commented that all local agencies objected to the language proposed by the State
Controller’s Office in response to the School Bus Safety II audit report. He argued that the
documentation language went far beyond what the federal government required of the state, and
thus, the state should not hold local government to such a standard. He asserted that this new
requirement would cost the state more money and urged the Commission to take another look.

Ms. Higashi commented that no alternative proposals, such as the other methods described in the
Office of Management and Budget Circular A-87 form, have been brought forward.

Mr. Silva agreed with the proposed language. He maintained that when an entity claims funds
from the state, there has to be a certain level of assurance that the claim is accurate, and thus,
there is a need for documentation.

Member Williams made a motion to adopt the staff analysis and recommendation. With a
second by Member Barnes, the motion carried unanimously.

[At this time, a short break was taken.]

Item 9 Proposed Amendment of Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486 (AB 1375)
Statutes 1984, Chapter 1459 (SB 2337)
Statutes 1995, Chapter 303 (Budget Act of 1995) (AB 903)
Statutes 1996, Chapter 162 (Budget Act of 1996) (SB 1393)
Statutes 1997, Chapter 282 (Budget Act of 1997) (AB 107)
Statutes 1998, Chapter 324 (Budget Act of 1998) (AB 1656)
Statutes 1999, Chapter 50 (Budget Act of 1999) (SB 160)
Statutes 2000, Chapter 52 (Budget Act of 2000) (AB 1740)
Statutes 2001, Chapter 106 (Budget Act of 2001) (SB 739)
Statutes 2002, Chapter 379 (Budget Act of 2002) (AB 425)

Tina Poole, Program Analyst, presented this item. She noted that the Commission adopted the
Statement of Decision for the Mandate Reimbursement Process program on March 27, 1986.
The test claim legislation allows local agencies and school districts to be reimbursed for costs
incurred in preparing and presenting successful test claims to the Commission and submitting
reimbursement claims to the State Controller’s Office. She added that incorrect reduction claims
were considered an element of reimbursement claims.

The parameters and guidelines for this program were originally adopted on November 26, 1986.
Ms. Poole stated that each year, the Commission makes technical amendments to these
parameters and guidelines to incorporate related language in the most recently enacted state
budget act. Staff recommended that the Commission adopt the proposed amendments, which
included the documentation langunage adopted by the Commission for the School Bus Safety II
program.
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Parties were represented as follows: Allan Burdick, for the California State Association of
Counties; Shawn Silva, for the State Controller’s Office; and Susan Geanacou and Dirk
Anderson, for the Department of Finance.

Mr. Burdick noted that a lot of time and effort was spent working with the Controller’s Office
trying to clarify the Investment Reports Parameters and Guidelines. He suggested that a
provision be added to the parameters and guidelines granting the Controller the authority to
establish alternatives to supporting documentation requirements, such as time studies and unit
costs, and include them in the claiming instructions. This would save state and local government
time, as well as future requests to amend parameters and guidelines.

Member Barmnes acknowledged the effort put forth by Mr. Burdick’s office to work out the issues
with Investment Reports. Regarding Mr. Burdick’s suggestion, he believed that the Controller
already has the authority and that the issue does not need to be addressed by the parameters and
guidelines. He explained that contemporaneous documents produced at the time encompass a
number of things, including time studies developed appropriately. He made a commitment to
look at their claiming instructions and to meet with the claimants and other agencies to provide
clarification.

Member Williams made a motion to adopt the staff recommendation. With a second by Member
Barnes, the motion carried unanimously.

Item 10 Proposed Parameters and Guidelines
Immunization Records: Hepatitis B, 98-TC-05
Los Angeles County Office of Education, Claimant
Education Code Section 48216
Health and Safety Code Sections 120325, 120335, 120340, and 120375
Statutes 1978, Chapter 325 (AB 2260); Statutes 1979, Chapter 435 (AB 805);
Statutes 1982, Chapter 472 (SB 818); Statutes 1991, Chapter 984 (SB 407);
Statutes 1992, Chapter 13 (AB 2798); Statutes 1994, Chapter 1172
(AB 2971); Statutes 1995, Chapters 219 and 415 (AB 382 and SB 1360);
Statutes 1996, Chapter 1023 (SB 1497); Statutes 1997, Chapters 855 and 882
(SB 727 and AB 381)
California Code of Regulations, Title 17, Sections 6020, 6035, 6040, 6055,
6065, 6070, and 6075

Cathy Cruz, Program Analyst, presented this item. She noted that the Commission adopted the
Statement of Decision for the Immunization Records: Hepatitis B test claim on August 24, 2000.
The test claim legislation added mumps, rubella, and hepatitis B to the list of diseases an entering
student must be immunized against prior to first admission into a school, and required hepatitis B
immunizations for students entering the seventh grade. The test claim legislation also amended
the monitoring, record keeping, reporting, and parent notification requirements relative to the
enforcement of the pupil immunization requirements.

Ms. Cruz indicated that the claimant, Los Angeles County Office of Education, originally
proposed uniform cost allowances. However, on July 10, 2002, the claimant withdrew its
proposal because the California Department of Education, State Controller’s Office, and
Department of Finance asserted that the data provided was not representative of the state and
could not be used to properly develop a statewide unit cost. Instead, the state agencies
recommended reimbursing actual costs until a credible reimbursement rate could be developed.
Therefore, the parameters and guidelines, as modified by staff, provide for reimbursing actual



costs for those new activities specifically required by Immunization Records: Hepatitis B.

The claimant concurred with staff’s draft analysis and proposed parameters and guidelines issued
on August 27, 2002. Staff recommended that the Commission adopt the proposed parameters
and guidelines, which included the documentation language adopted by the Commission for the
School Bus Safety Il program. '

Parties were represented as follows: Carol Berg, Education Mandated Cost Network, for the Los
Angeles County Office of Education; Art Palkowitz, for the San Diego Unified School District;
Pamela Stone, for the California State Association of Counties; Shawn Silva, for the State

Controller’s Office; and Susan Geanacou, Blake Johnson, and Cheryl Black, for the Department
of Finance.

Dr. Berg supported the staff recommendation. She noted that an effort to satisfy the Department
of Finance and State Controller’s Office regarding the survey was unsuccessful. Thus, the
claimant agreed to go with actual costs for three years, at which time a reasonably accurate unit
cost may be established. Immunization Records: Hepatitis B may then be proposed for inclusion
in the State Mandates Apportionment System along with Immunization Records.

Mr. Palkowitz commented that the supporting documentation language related to declarations
signed under penalty of perjury was new and may create future problems. He stated that he was
not aware that this type of standard existed and asserted that this would create a higher threshold
that was not done by other state government bodies.

Chairperson Miyashiro requested the State Controller’s Office to comment. Mr. Silva noted that
the declaration language was from the Code of Civil Procedure. By definition, it includes a
penalty of perjury statement. He said that the Controller’s Office was not against someone
making a declaration under “penalty of perjury of information, knowledge, or belief.” He
explained that the goal was to comply with the definition of a declaration under the Code of Civil
Procedure and to recognize that the declaration could be based on information and belief.

Chairperson Miyashiro asked if the penalty of perjury statement was included purposefully.
Mr. Silva replied that it was included as part of the proposal for the supporting documentation
language in Investment Reports and School Bus Safety I1. ’

Mr. Palkowitz noted that while Mr. Silva states that the Controller’s Office was not against
someone making a declaration under “penalty of perjury of information, knowledge, or belief,”
auditors only accept what is written in the parameters and guidelines. Thus, it was difficult for
claimants to use verbal agreements as supporting evidence. Dr. Berg agreed.

Mr. Johnson supported the proposed parameters and guidelines.

Chairperson Miyashiro said that he asked this item be removed from the consent calendar to
discuss, specifically, supporting documentation and reimbursement based on actual costs.
Moving toward a system where an appropriate reimbursement rate is negotiated and put forth in
the front end would result in auditing to find out whether or not the activities were actually
provided rather than whether or not the performed activities were reimbursable according to the
parameters and guidelines. He asserted that the inefficiencies of the current process, which takes
an inordinate amount of time and relies on subsequent audits, justify re-thinking of how things
are done. ‘

Chairperson Miyashiro noted that currently, a unit rate of $5.15 was provided for Immunization
Records. Rather than experiencing a contentious debate three years later about expenses and
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costs already incurred, he stated that he would like to explore the marginal cost of the new duties
imposed, given that there was some base level of activity. Those new figures would be brought
back to the Commission for consideration as a unit reimbursement rate.

Dr. Berg supported the unit cost approach, as well as the State Mandates Apportionment System
process, which was underutilized. She stated that she would be happy to work with the
Department of Finance and State Controller’s Office to get any of the existing mandates into that
system.

Chairperson Miyashiro clarified that he was not endorsing the survey data submitted by the
claimant for this program because there were some problems. However, he wanted to see work
up front to determine what reasonable costs there might be. His goal was to set forth a system
that promotes some level of efficiency locally.

Ms. Stone encouraged that there be a process established so that unit rates could be used more.
Members Lazar and Williams were supportive of establishing such a process.

Chairperson Miyashiro directed staff, with the participation of other departmental staff, to bring
back a figure after considering everything that was available and that had been provided, as well
as the amounts currently being paid.

Ms. Higashi stated that following the hearing, the parties would set a date for a meeting to
discuss the issues raised. Dr. Berg noted that the claimant did not want to miss the budget round
this year.

Member Barnes requested clarification as to what the action was. Ms. Higashi clarified that staff
was taking the item back and would return with a new proposal. Chairperson Miyashiro
reiterated his direction that staff propose a figure.

Item 11 Proposed Parameters and Guidelines
Presidential Primaries 2000, 99-TC-04
County of Tuolumne, Claimant
Statutes 1999, Chapter 18 (SB 100)
Elections Code Sections 15151 and 15375

Nancy Patton, Staff Services Manager, presented this item. She noted that the Commission
adopted the Statement of Decision for the Presidential Primaries 2000 program on

October 25, 2001. The test claim legislation was enacted to ensure that California’s presidential
primary delegates would be recognized at the national party convention in the year 2000. The
test claim legislation also requires local election officials to transmit both semi-final and final
election results for presidential primaries in two separate tallies to the Secretary of State: First,
the total number of votes each candidate received; and second, the number of votes each
candidate received from registered voters of each political party and from “declines-to-state”
voters.

Staff modified the proposed parameters and guidelines as follows:

e Deleted activities to analyze the test claim legislation and respond to public inquiries
because neither the test claim legislation nor the Statement of Decision supported
reimbursement of these activities.

e Clarified that training was necessary since this was a new elections process conducted by
both permanent employees and temporary poll workers. However, training was limited
to one-time per employee and to costs solely related to this program.

10



e (larified that although this program was only conducted for the 2000 primary election,
the test claim statutes have not been repealed, and therefore, the parameters and
guidelines must provide for the possibility of reimbursement.

¢ Narrowed the language regarding purchasing elections materials to limit reimbursement
to included documentation language adopted by the Commission last month in the School
Bus Safety II program.

Staff recommended that the Commission adopt the pfoposed parameters and guidelines, as
modified by staff.

Parties were represented as follows: Pamela Stone and Tim Johnson, for the County of
Tuolumne; Tom Lutzenberger and Susan Geanacou, for the Department of Finance; and Shawn
Silva, for the State Controller’s Office.

Ms. Stone commented that although this mandate was instituted for the March 2000 primary,
absent repeal, they could have it again in 2004. Since it would be four years since employees
performed this activity, Ms. Stone requested the provision to allow training only one-time per
employee be changed to allow local government to re-train these employees.

Ms. Stone also stated that the original parameters and guidelines submitted by the County of
Tuolumne addressed the issue of documentation. She commented that the modifications to the
documentation language would require that they have contemporaneous time records for
March 2000, which was in excess of three years after the date in which the election was held.
Because it would be difficult to get retroactively contemporaneous documentation, Ms. Stone
requested that the original language with regard to source documentation be used.

Mr. Johnson stated that there was a need to provide public information and education to the
voters, and therefore, there should be some consideration taken into the parameters and
guidelines for that responsibility.

Mr. Lutzenberger supported the staff analysis. It was noted in their analysis that additional
public education; aside from instructional material, specifically how to use the ballot, and its
ramifications; was discretionary with regards to this mandate.

Mr, Lutzenberger noted that this mandate was filed in 1999, which was before the presidential
primary of 2000. Although one county filed the test claim, this was a process all counties paid
attention to, as it affects their ability to request and claim reimbursement on mandated activities.
It was reasonable to expect that, knowing that the test claim was going through the process, there
would be an expectation to hold onto source documentation.

Mr. Silva concurred with the staff analysis.

Member Barnes requested clarification on the bill itself. He stated his understanding that the bill
was limited to activities performed in 2000. Ms. Stone clarified that the bill amended the manner
in which people could vote in a presidential primary, but it was not limited to just the

March 2000 primary. Ms. Stone added that the legislation had not been repealed even though
there was subsequent legislation that changed how one can vote in a primary.

Mr. Starkey stated that staff viewed the bill as limited both in scope and duration. He stated that
the way the statute was set up, there was language that might be read to keep a requirement. He
added that it did not appear that the requirement would happen again unless the Legislature does
something to resurrect it in a new bill. Mr. Starkey further stated that with respect to training,
this was one case where it should remain one-time. Ifthere is a subsequent change, an
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amendment could be made.

Member Van Houten asked if the county had interpreted this as one-time legislation.

Mr. Johnston stated that it became one-time because the Supreme Court ruled Proposition 198
unconstitutional. Member Van Houten asked whether it was reasonable to expect counties to
maintain records. Ms. Stone responded that the county will have documentation concerning a
re-programming of their system for the one vote, two count requirement, however most entities
were not going to have contemporaneous time records.

Member Williams made a motion to adopt the staff recommendation. With a second by Member
Van Houten, the motion carried unanimously.

Item 12 Request to Amend Parameters and Guidelines
Absentee Ballots, 02-PGA-02
Legislature, Requestor
Elections Code Sections 3003 and 3024
Statutes 1978, Chapter 77 (AB 1699)
Statutes 2002, Chapter 1032 (AB 3005)

Cathy Cruz, Program Analyst, presented this item. She noted that the Board of Control,
predecessor agency to the Commission on State Mandates, adopted the Statement of Decision for
the Absentee Ballots program on June 17, 1981. The test claim legislation required that absentee
ballots be available to any registered voter.

Mr. Cruz explained that Statutes 2002, chapter 1032 (AB 3005) was enacted on

September 28, 2002, and requires the Commission to amend these parameters and guidelines to
delete “school districts,”” as defined by Government Code section 17519, from the list of eligible
claimants. Rather than billing school districts when county election officials provide them with
election services, the bill requires counties to claim reimbursement for those costs under the
mandates process.

Staff recommended that the Commission adopt the proposed amendments, which included the
changes as required by AB 3005, the documentation language adopted by the Commission for
the School Bus Safety II program, and other technical revisions.

Parties were represented as follows: Allan Burdick, for the California State Association of
Counties; Shawn Silva, for the State Controller’s Office; and Tom Lutzenberger and Susan
Geanacou, for the Department of Finance.

Mr. Burdick noted his opposition to the supporting documentation language. He also noted that
very few mandates have been put into the State Mandates Apportionment System, and thus,
efforts should be made to use the system.

Mr. Lutzenberger and Mr. Silva concurred with the staff analysis.

Member Williams made a motion to adopt the staff recommendation. With a second by Member
Van Houten, the motion carried unanimously.

EXECUTIVE DIRECTOR’S REPORT
Item 14 Workload and Next Agenda

Ms. Higashi noted that the Healthy School Act of 2000 test claim would be moved to the May
agenda. Also, a prehearing conference was held on the request to amend the Handicapped and
Disabled Students Parameters and Guidelines,

12



Item 15 Pending Legislation: SB 93 — Alpert (info/action)

Ms. Higashi indicated that Senate Bill 93 was a cleanup bill introduced by Senator Alpert to
address necessary technical changes made by Assembly Bill 3000, a budget trailer bill. Senate
Bill 93 includes provisions that specifically affect the Commission’s jurisdiction over test claims,
the subject matter of the Commission’s reports to the Legislature, and how the State Controller’s
Office does interest calculations if over-payments were made. This matter was placed before the
Commission to determine if the members wished to take a position on the bill or if they wished
staff to communicate with the author’s office regarding suggested amendments.

After some discussion, a majority of the members decided not to take a position of support or
opposition since they represented other state agencies. They asked that staff communicate with
the author’s office to identify problems.

Allan Burdick, on behalf of the California State Association of Counties, asserted that the bill
had problems and that it limited the Commission’s authority.

PUBLIC COMMENT

Allan Burdick, on behalf of the California State Association of Counties, informed the
Commission that a request for reconsideration on the amendment to the School Bus Safety II
Parameters and Guidelines was filed and that staff determined that they did not have specific
authority to reconsider that item. He argued that nothing precluded them from doing so.

Mr. Starkey explained that the Executive Director’s decision not to put the request on the agenda
was based on the form of the request to put the matter on the agenda, which was characterized as
a recon51derat1on Staff’s response was that the Commission could not reconsider the matter. He
noted ‘that they were informed of their right to appeal the Executive Director’s decision.

Afterifurther debate, Chairperson Miyashiro stated that he did not want to pursue any further
discussion regarding the Commission’s authority to reconsider the matter.

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTIONS
11126 and 17526.

The Commmission did not meet in closed executive session since Mr. Starkey indicated that there
were no new developments.

ADJOURNMENT

Hearing no further business and upon motion by Member Lazar, Chairperson Miyashiro
adjourned the meeting at 12:20 p.m.

A

PAULA HIGAS
Executive Director

13 -885-



-886-



STATE OF CALIFORNIA ‘ ’ ‘ ‘ GRAY DAVIS, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300
SACRAMENTO, CA 95814
‘ONE: (916) 323-3562
X: (916) 4450278
E-mall: csminfo@csm.ca.gov

March 5, 2003

Mr. Mike Havey, Bureau Chief
State Controller’s Office

Division of Accounting & Reporting
3301 C Street, Suite 500

Sacramento, CA 95 8 16

And Affected State Agencies and Interested Parties (see enclosed mailing list)

RE:  Amended Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 200 1; Chapter 106 (Budget Act 0f200 1)
Statutes 2002, Chapter 379 (Budget Act of 2002)

Dear Mr. Havey:

On February 27, 2003, the Commission on State Mandates adopted the enclosed amended
parameters and guidelines.

If you have any questions, please contact Nancy Patton at (916) 323-8217.

Sincerely,

QU&LA HIGASHI
Executive Director

Enclosure

J:/mandates/cem4000/4485/2002/022703 ndoptpgtms
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BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS
AND GUIDELINES ON:

Statutes 1975, Chapter 486; Statutes 1984,
Chapter 1459; Statutes 1995, Chapter 303
(Budget Act of 1995); Statutes 1996, Chapter
162 (Budget Act of 1996); Statutes 1997,
Chapter 282 (Budget Act of 1997); Statutes
1998, Chapter 324 (Budget Act of 1998);
Statutes 1999, Chapter 50 (Budget Act of
1999); Statutes 2000, Chapter 52 (Budget Act
of 2000); Statutes 200 1, Chapter 106 (Budget
Act of 2001); Statutes 2002, Chapter 379
(Budget Act of 2002)

No. CSM-4485

Mandate Reimbursement Process

ADOPTION OF AMENDMENT TO
PARAMETERS AND GUIDELINES
PURSUANT TO GOVERNMENT CODE

. SECTION 17557 AND TITLE 2,

CALIFORNIA CODE OF REGULATIONS,
SECTIONS 1183.2 AND 1185.3.

(Adopted on February 27, 2003)

AMENDED PARAMETERS AND GUIDELINES

On February 27, 2003, the Commission on State Mandates adopted the attached Amended

Parameters and Guidelines.

This Decision shall become effective on March 5, 2003.

PAULA HIGASHI, Eéécutive Director
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Amended Parameters and Guidelines

Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act of 2002)

Mandate Reimbursement Process

[For fiscal years 1995-1996, -1996-1997, 1997-1998, 1998-1999, 1599-2000, 2000-2001, 2001-
2002, and 2002-2003 only, these parameters and guidelines are amended, pursuant to the
requirements of: (1) provision 11 of Item 0840-001-001, and provision 1 of Item 8885-00 1-0001
of the Budget Act of 1995; (2) provision 9 of Item 0840-001-0001, and provision 1 of Item 8885-
001-000 1 of the Budget Act of 1996; (3) provision 9 of Item 0840-00 1-0001, and provision I of
Item 8885-001-0001 of the Budget Act of 1997; (4) provision 8 of Item 0840-00 1-000 1, and
provision 1 of Item 8885-001-0001 of the Budget Act of 1998; (5) provision 8 of Item 0840-001-
0001, and provision 1 of Item 8885-001-0001 of the Budget Act of 1999, (6) provision 8 of Item
0840-00 1-000 1, and provision 1 of Item 88 85-00 1-000 1 of the Budget Act of 2000, (7) provision
8 of Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of the Budget Act of 2001; and

(8) provision § of Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of the Budget
Act of 2002, to include Appendix A,]

Mandate Reimbursement Process

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: JTemuary 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: October 23,2001
Ninth Amendment Adopted: February 27, 2003

-889-



-890-

L SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control’s authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the state.
In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller’s

Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandate cost claims. This law established
the “sole and exclusive procedure” by which a local agency or school district is allowed to claim
reimbursement as required by article XIII B, section 6 of the California Constitution for state
mandates under Government Code section 17552. '

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
“costs mandated by the state” as a result of Statutes 1975, chapter 486, and Statutes 1984, chapter
1459. Specifically, the Commission found that these two statutes imposed a new program by
requiring local governments to file claims in order to establish the existence of a mandated
program as well as to obtain reimbursement for the costs of mandated programs.

IL ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 175 18, or school district as defined in
Government Code section 175 19, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

M. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

¢ In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

2 Mondate Reimbursement Process
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Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions. If the total costs
for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564.

IV.  REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the .
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify under
penalty of perjury under the laws of the State of California that the foregoing is true and correct
based upon personal knowledge.” Evidence corroborating the source documents may include
data relevant to the reimbursable activities otherwise in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source
documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable

activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:
A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local
governments cannot be made financially whole unless all state mandated costs -- both direct
and indirect -- are- reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation of state-imposed mandates, all
resulting. costs are recoverable.

B. Reimbursable Activities
1. Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These:
activities include, but are not limited to, the following: preparing and presenting test claims,
developing parameters and guidelines, collecting cost data, and helping with the drafting of

3 Mandate Reimbursement Process
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required claiming instructions. The costs of all successful test claims are reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

2. Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts. Allowable costs include, but are not limited to, the following: salaries
and benefits, service and supplies, contracted services, training, and indirect costs.

“Incorrect Reduction Claims are considered to be an element of the reimbursement process.
Reimbursable activities for successfil incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims.

3. Training
a. Classes

TInclude the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fees, per
diem, and related costs incurred because of this mandate. (One-time activity per
employee.)

b. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem. This
‘does mnot include reimbursement for participation in rulemaking proceedings.

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must

be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).
Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.
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2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are
withdrawn from inventory shall be charged on an appropriate and recognized method of
costing, consistently applied. '

3. Contract Services

Report the name of the contractor and services performed to implement the reimbursable
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the
contract is a fixed price, report the dates when services were performed and itemize all costs
for those services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the reimbursable activities can be claimed.

5. Travel

Report the name of. the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employee travel time according to the rules of cost element
A. 1, Salaries and Benefits, for each applicable reimbursable activity.

6. Training

Report the cost of training an employee to perform the reimbursable activities, as specified in
Section IV of this document. Report the name and job classification of each employee
preparing for, attending, and/or conducting training necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. If the training encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training
time for each applicable reimbursable activity according to the rules of cost element A.l,
Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who
conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reporting

1. Local Agencies

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without

efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead
costs of the unit performing the mandate; and (2) the costs of the central government services
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distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent
activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the Claimant shall have the choice of one of the following
methodologies:

a. The allocation of allowable indirect costs (as defined and described in OMB Circular

- A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

b. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates. The rate should be expressed as a percentage which the
total amount allowable indirect costs bears to the base selected.

2. School Districts

Indirect costs are costs that have been incurred for comnion or joint purposes. These costs
benefit more than one cost objective and cannot be readily identified with a particular final
cost objective without effort’disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
claimed as a direct cost.

Indirect costs include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state mandated programs, and (b) the costs of central
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governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the California Department of Education.

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

4. Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-2 1, “Cost
Principles- of Educational Institutions”; (2) the rate calculated on State Controller’s Forrn
FAM-29C; or (3) a 7% indirect cost rate.

VI.  RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter’ is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. All documents used to support the reimbursable activities, as described in Section
IV, must be retained during the period subject to audit. If an audit has been initiated by the
Controller during the period subject to audit, the retention period is extended until the ultimate
resolution of any audit findings.

VI. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but ot limited
to, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim. ‘

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
recetving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission.

I'This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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Pursuant to Government Code section 1756 1, subdivision (d)(l), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571. If the Commission determines
that the claiming instructions do not conform tc*the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (a), and California Code of Regulations, title 2, section 1183.2.

(Continue to Appendix A)
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- PARAMETERS AND GUIDELINES
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
1995-1996, 1996-1997, 1997-1998, 1998-1999, 1999 2000, 2000-2001,
20012002, and 2002-2003

If a local agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without incwrring the additional costs claimed by the local agency
or school district.

Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid.” For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that

purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

2 The limitation added by (1) the Budget Act of 1995, Statutes 1995, chapter 303, in Item 0840-001-001, Provision
11, and in Jtem 8885-001-001, Provision 1, (2) the Budget Act of 1996, Statutes 1996, chapter 162, in Item 0840-
00 1-000 1, Provision 9, and in Item 8885-00 1-000 1, Provision 1, (3) the Budget Act of 1997, Statutes 1997, chapter
282, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, and (4) the Budget Act of 1998,
Statutes 1998, chapter 324, in Item 0840-001-0001, Provision 8, and Item 8885-001-0001, Provision 1, (5) the
Budgst Act of 1999, Statutes 1999, chapter 50, in Item 0840-001-0001, Provision 8, and in Item 8885-001-0001,
Provision 1, (6) the Budget Act of 2000, Statutes 2000, chapter 52, in Item 0840-001-0001, Provision 8, and in Item
8885-001-0001, Provision 1, (7) the Budget Act of 2001, Statutes 2001, chapter 106,in Item 0840-001-0001,
Provision 8, and in Item 8885-001-0001, Provision 1, (8) the Budget Act of 2002, Statutes 2002, chapter 379, in
Ttem 0840-001-000 1, Provision 8, and in Item 8885-00 1-000 1, Provision 1, is shown as part A. of this Appendix.

9 Mandate Reimbursement Process
Ninth Amendment Adopted: February 27, 2003
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If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor’s billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reimbursement is limited to the lesser of Test (1) and/or Test (2). No reimbursement shall
be pennitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district.

10 Mandate Reimbursement Process
Ninth Amendment Adopted: February 27, 2003



DECLARATION OF SERVICE BY MAIL

[, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a
party to the within action. My place of employment is 980 Ninth Street, Suite 300,
Sacramento, California 958 14.

March 5, 2003, I served the:

Amended Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459

Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act of 2002)

by placing a true copy thereof in an envelope addressed to:

Mr. Mike Havey, Bureau Chief
State Controller’s Office

Division of Accounting & Reporting
3301 C Street, Suite 500
Sacramento, CA 958 16

State Agencies and Interested Parties (See attached mailing list);

and by sealing and depositing said envelope in the United States mail at Sacramento,
California, with postage thereon fully paid.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct, and that this declaration was executed on :

March 5, 2003, at Sacramento, California, /
' f
fv \,dm W
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Original List Date: 7/28/2000

Last Updated: 2/11 12003
List Print Date; 03/05/2003
Claim Number. 4485
issue: Mandate

TO ALL PARTIES AND INTERESTED PARTIES:

Reimbursement

Mailing Information: Notice of adopted Ps § Gg

Mailing List

Each commission mailing list is continuously updated as requests are racesived to include or remove any party or person
on the mailing list. A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time. Except as provided otherwise by commission rule, when a party or interested
party files anywritten material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission, (Cal.

Code Regs., tit. 2, § 1181.2,)

Mr. Ram Venkatesan
County of Santa Clara

Controller « Treasurer Department,

70 West Hedding Street, East Wing 2nd Floor

San Jose, CA 95110

Ms. Marianne O'Malley

Legislative Analyst's Office (B-29)
925 L Street, Suite 1000
Sacramento, CA 95814

Mr. Michael Haway

State Controller's Office (B-08)
Division of Accounting & Reporting
3301 C Street, Suite 500
Sacramento, CA 95816

Dr. Carol Berg
Education Mandated Cost Network

1121 L Street, Suite 1060
Sacramento, CA 95814

Ms. Harmeet Barkschat
Mandate Resource Services

5325 Elkhorn Blwd. #307
Sacramento, CA 95842

Mr. Keith B. Petersen
S|xTen & Associates

5252 Balboa Avenue, Suite 807
San Diego, CA 92117

-900- Page: 1

Tel: (408) 299-2541
Fax: (408) 289-8629
Tel: (916) 318-8315
Fax: (916) 324-4281
Claimant

Tel: ~ (916) 445-8757
Fax; (916) 3234807
Tel: (916) 448-7517
Fax: (916) 446-201 1
Tel: (916) 727-1 350
Fax: (916) 7274 734
Tel: (858) 514-8605
Fax: (858) 514-8645



